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March 2, 2011

A BILL TO BE ENTITLED
AN ACT TO SPUR THE CREATIONOF PRIVATE SECTOR JBS; REORGANIZE AND
REFORM STATE GOVERNMENT; MAKE BASE BUDGET APPROPRIATIONS FOR
CURRENT OPERATIONS 6 STATE DEPARTMENTSAND INSTITUTIONS; AND
TO ENACT BUDGET RELA'TED AMENDMENTS.
The Geneal Assembly of North Carolina enacts:

PART I. INTRODUCTION AND TITLE OF ACT

TITLE
SECTION 1.1. This act shall be known as the "Current Operations and Capital
Improvements Appropriations Act of 2011."

INTRODUCTION

SECTION 1.2. The appropriations mada this act are for maximum amounts
necessary to provide the services and accomplish the purposes described in the budget.
Savings shall be effected where the total amounts appropriated are not required to perform
these services and accomplish these map@nd, except as allowed by the State Budget Act,
or this act, the savings shall revert to the appropriate fund at the end of each fiscal year.

PART Il. CURRENT OPE RATIONS AND EXPANSIO N GENERAL FUND

CURRENT OPERATIONS AND EXPANSION/GENERAL FUND

SECTION 2.1. Appropriations from the General Fund of the State for the
maintenance of the State departments, institutions, and agencies, and for other purposes as
enumerated, are made for the fiscal biennium ending June 30, 2013, according to the following
schedile:

Current Operations 1 General Fund 20112012 20122013
EDUCATION
Community Colleges System Office $ 982,305,416 $ 982,305,416
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Department of Public Instruction

University of North Carolind Board of Governors

Appalachian State University
East Carolina University
Academic Affairs
Health Affairs
Elizabeth City State University
Fayetteville State University
NC A&T State University
NC Central University
NC State University
Academic Affairs
Agricultural Research
Agricultural Extension
UNC-Asheville
UNC-Chapel Hill
Academic Affairs
Health Affairs
AHEC
UNC-Charlotte
UNC-Greensboro
UNC-Pembroke
UNC-School of the Arts
UNC-Wilmington
Western Carolina University

WinstonSalem State University

General Administration

University Institution Programs

Related Educational Programs

UNC Financial Aid Private Colleges

NC School of Science & Math
UNC Hospitals

Total University of North Carolina
Board of Governors

HEALTH AND HUMAN SERVICES

Department of Health and Human Services
Division of Central Management and Support
Division of Aging and Adult Services
Division of Services for Blind/Deaf/Hard of Hearing
Division of Child Development
Division of Health Service Regulation

Division of Medical Assistance
Division of Mental Health,

Developmental Disabilities, and

Substance Abuse Services
NC Health Choice
Division of Public Health
Division of Social Services

Division of Vocational Rehabilitation

Total Health and Human Services

NATURAL AND ECONOMIC RESOURCES

Department of Agriculire and Consumer Services

Page2
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7,226,755,942

145,615,228

247,883,972
65,196,439
38,394,847
56,968,00

105,413,397
94,413,933

434,600,291
59,239,461
43,539,609
41,984,728

309,582,768
219,507,009
49,747,851
216,916,678
173,205,364
61,700,446
27,849,173
105,967,837
90,758,068
76,496,951
38,186,863

(395,719,732)

85,679,060
91,426,688
18,937,535
25,000,000

7,191,532,300

145,732,585

247,883,972
65,196,439
38,567,166
56,968,000

105,852,346
94,413,933

434,714,473
59,239,461
43,539,609
41,984,728

312,944,304
222,570,732
49,747,851
217,932,821
173,205,364
62,443,695
27,849,173
107,163,413
91,236,972
76,496,950
27,628,722
(398,078,528)
115,272,420
62,286,250
18,937,535
25,000,000

$ 2,528,492,464% 2,526,730,386

$ 45,011,380 $

35,359,667
7,198,149
266,102,933
16,133,031
2,928,301,996

648,478,227
79,452,317

186,876812

184,286,652
37,125,788

39,411,990
35,359,667
7,181,925
266,102,933
16,133,031
2,904,589,504

673,478,227
83,717,865
153,972,401
184,286,652
37,528,128

$ 4,434,326,952% 4,401,762,323

$ 71,484,049 $

68,177,845
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Department of Commerce

Commerce 48,426,722 31,232,429

Commerce Stataid 28,101,984 27,941,395

NC Biotechnology Center 16,576,615 16,576,615

Rural Economic Development Center 39,646,444 39,646,444
Department of Environment and Natural Resources 166,461,608 161,449,204
DENR Clean Water Management Trust Fund 12,500,000 12,500,000
Department of Labor 15,836,887 15,836,887
Wildlife Resources Commission 16,000,000 15,221,179
JUSTICE AND PUBLIC SAFETY
Department of Correction $ 1,337,816,346$ 1,348,410,793
Department of Crime Control and Public Safety 247,927,627 270,204,922
Judicial Department 436,243,082 432,464,141
Judicial Departmerit Indigent Defense 111,732,877 111,160,46
Department of Justice 52,330,297 24,537,108
Department of Juvenile Justice and Delinquency Preventid@b,593,692 131,140,565
GENERAL GOVERNMENT
Department of Administration $ 62,232,817 $ 64,136,947
Department of State Auditor 11,857,54 10,676,035
Office of State Controller 28,368,957 28,368,957
Department of Cultural Resources

Cultural Resources 60,994,609 58,256,841

Roanoke Island Commission 1,203,491 0
State Board of Elections 5,186,603 5,126,603
General Assembly 53,259,495 50,104,208
Office of the Governor

Office of the Governor 4,887,061 4,887,061

Office of State Budget and Management 5,848,663 5,848,663

OSBMi Reserve for Special Appropriations 1,940,612 440,612

Housing Finance Agency 10,673,051 10,673,051
Department ofnsurance

Insurance 36,393,921 36,393,921

Insurancd Volunteer Safety Workers' Compensation 2,294,000 2,623,654
Office of Lieutenant Governor 775,245 775,245
Office of Administrative Hearings 4,983,871 4,983,871
Department of Revenue 78,199,538 78,199,538
H200-PCS30343_Exf-14 House Bill 200 Page3
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Department of Secretary of State

Department of State Treasurer
State Treasurer
State Treasuréar

Retirement for Fire and Rescue Squad Workers

RESERVES, ADJUSTMENTS, AND DEBT SERVICE
Contingency and Emergency Fund

State Retirement System Contribution

Judicial Retirement System Contribution

Firemen's & Rescue Squad Workers' Pension Fund
National Guard Pension Fund

State Health Plan

Information Technology Fund

10,654,563

6,657,031
17,812,114

5,000,000
297,400,000
7,900,000
5,800,000
263,000
7,119,541
4,458,142

Reserve for Job Development Investment Grants (JDIG) 15,400,000

Continuation Review Reserve
Comprehensive Review of Compensation Plans
Salary Adjustment and Performance Pay Reserve
Severance Expenditure Reserve
Automated Fraud Detection Development
Controlleri Fraud Detectin Development
Debt Service

General Debt Service

Federal Reimbursement

TOTAL CURRENT OPERATIONS 1
GENERAL FUND

GENERAL FUND AVAILAB ILITY STATEMENT

0
2,000,000

0
75,000,000
1,000,000
500,000

688,957,188
1,616,380

$

10,654,563

6,621,750
17,812,114

5,000,000
404,200,000
9,000,000
6,900,000
523,000
102,151,104
6,158,142
27,400,000
22982,380
0
328,000,000
0
7,000,000
500,000

759,984,974
1,616,380

$ 19,425,196,471 $ 19,886,830,031

SECTION 2.2.(a) The General Fund availability used in developing the 213

biennial budget is shown below.

Unappropriated Balance Remaining $
Ending Unreserved Fund Balance for FY 2@40
Anticipated Reversions for FY 2022D117

S.L. 201115 (S.B. 109)
Anticipated Overcollections from FY 2042011
Repayment of Medicaid Receipts in FY 2eA@11

Statutory Earmarks:
Savings Resrve Account
Repairs and Renovations Reserve Account

Paged House Bill 200

FY 20112012

0%

236,902,394

537,740,799
180,800,000
(125,000,000)

(202,994,340)
(202,994,339)

FY 20122013

72,311,073
0

[eoleole]

oo
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Beginning Unreserved Fund Balance $ 424,454,514 $ 72,311,073

Revenues Based on Existing Tax Structure $18,129,800,000 $ 19,181,900,000

Nontax Revenues

Investment Income $ 59,400,000 $ 76,700,000
Judicial Fees 217,800,000 217,800,000
Disproportionate Share 100,000,000 100,000,000
Insurance 71,400,000 73,500,000
Other Nontax Revenues 182,500,000 182,500,000
Highway Trust Fund/Use Tax Reimtsement Transfer 41,500,000 27,600,000
Highway Fund Transfer 20,230,000 24,080,000

Subtotal Nontax Revenues $ 692,830,000 $ 702,180,000

Total General Fund Availability $19,247,084,514 $ 19,956,391,073
Adjustments to Availability: 2011 Sesion
Loss of Estate Tax Revenue $
Private Sector Job Creation Package
Repeal Deduction for Sale of a Manufactured Home

(57,100,000) $
(186,400,000)

(72,200,000)
(485,300,000)

Community to Manufactured Homeowners 100,000 100,000
Repeal Dduction for Severance Wages 16,000,000 16,400,000
Repeal Credit for Recycling Oyster Shells 100,000 100,000
Repeal Energy Star Tax Holiday 1,900,000 2,000,000
Repeal Sales Tax Exemption for Nutritional

Supplements Sold by Chiropractors 300,000 400,000
Repeal Wildlife Resources Commission Sales Tax

Earmark 22,970,000 23,920,000
Suspend Corporate Income Tax Earmark (Public School

Construction) 0 74,750,000
Increase in Judicial Fees 60,986,955 60,986,955
Increase Investment Company Notice FiliregF 1,600,000 1,600,000
Increase Parking Fees for Visitors 550,000 550,000
Loss of Revenue from the Town of Butner (1,213,235) (1,213,235)
Transfer from ECommerce Reserve Fund 4,483,526 0
Divert Funds from Parks & Recreation Trust Fund 4,217,500 0
Divert Funds from Recreational/Natural Heritage

Trust Fund 4,500,000 0
Transfer from Highway Fund for State Highway

Patrol 193,585,434 189,859,507
Transfer from Highway Trust Fund for School Bus

Replacement 35,223,642 0
Transfer from Mercury Prevewtn Pollution Fund 125,000 0
Transfer from CommerceEnterprise Fund 250,000 0
Divert Funds from Scrap Tire Disposal Account 1,134,495 0

Divert Funds from White Goods Management Account 1,131,342 0

Diversion of Golden LEAF Funds 67,563,760 67,563,760
Tobacco Trust Fund Master Settlement Agreement Fun8s334,360 8,790,386
Health and Wellness Trust Fund Master Settlement

Agreement Funds 16,334,360 16,790,386
Transfer Health and Wellness Trust Funds to Public H&82l1604,411 0
Department of Revemu Accounts Receivable Program15,000,000 15,000,000
Medicaid Disproportionate Share Receipts 15,000,000 15,000,000
Adjust Transfer from Insurance Regulatory Fund (742,348) (742,348)
Adjust Transfer from Treasurer's Office (3,881,172) (3,916,453)

Subtotal Adjustments to Availability:

2011 Session $ 254,958,030% (69,561,042)

$ 19,502,042,544 $ 19,886,830,031
House Bill 200 Pageb
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Less General Fund Appropriations $(19,429,731,471% (19,886,830,031)
Unappropriated Balance Remaining $ 72,311,073% 0

SECTION 2.2.(b) Notwithstanding the provisions of G.85187.9(b)(1) and
G.S.105187.9(b)(2), the sum to be transferred from the Highway Trust Fund under those
subdivisions for the 2012012 fiscal year is forgpne million five hundred thousand dollars
($41,500,000) and for the 20PD13 fiscal year is twerdtgeven million six hundred thousand
dollars ($27,600,000).

SECTION 2.2.(c) Notwithstanding the provisions of G.815G546.1, the
Secretary of Revenue shall transfer the corporate income tax funds specified in
G.S.115G546.1(b) to the State Controller for deposit in Nontax Budget Code 19978 (Intrastate
Transfers) during the 2042013 fiscal year to offset continued operations ofStae's public
schools.

SECTION 2.2.(d) Notwithstanding any other provision of law to the contrary,
effective July 1, 2011, the following amounts shall be transferred to the State Controller to be
deposited in Nontax Budget Code 19878 (Intrastate Tramsberthe appropriate budget code
as determined by the State Controller. These funds shall be used to support the General Fund
appropriations as specified in this act for the 20012 fiscal year.

Budget Fund

Code Code Description Amount

24100 2514 E-Commerce Reserve $ 4,483,526
54600 5881 Commerce Enterprise Fund 250,000
24300 2119 Mercury Prevention Pollution Fund 125,000

SECTION 2.2.(e) Pursuant to Section 2(b) of S.L. 1929the fifty percent (50%)
of the 20112012 and the 2012013 annual irtallment payments to the North Carolina State
Specific Account that would have been transferred to The Golden L.E.A.F. -{levngy
Economic Advancement Foundation), Inc., are transferred to the General Fund.

SECTION 2.2.(f) Notwithstanding the provisiond &.S.105187.19(b), effective
for taxes levied during the 202D12 fiscal year, the Secretary of Revenue shall credit to the
General Fund the sum of one million one hundred tfoty thousand four hundred ninefiye
dollars ($1,134,495) from the nietx proceeds that G.$05187.19(b) directs the Secretary to
credit to the Scrap Tire Disposal Account.

SECTION 2.2.(g) Notwithstanding the provisions of G.8)5-187.24, effective for
taxes levied during the 202012 fiscal year, the Secretary of Rewershall credit to the
General Fund the sum of one million one hundred tlarg thousand three hundred fetiyo
dollars ($1,131,342) from the net tax proceeds that %187.24 directs the Secretary to
credit to the White Goods Management Account.

SECTION 2.2.(h) Notwithstanding the provisions of G.85228.30(b) and
(G.S.11344.15, effective for taxes levied during the 22112 fiscal year, the Secretary of
Revenue shall credit the sum of four million two hundred seventeen thousand five hundred
dollars ($4,217,500) to the General Fund of the net tax proceeds thd06228.30(b) directs
the Secretary to credit to the Parks and Recreation Trust Fund.

SECTION 2.2.(i) Notwithstanding the provisions of G.8)5228.30(b) and
G.S.11377.9, effectve for taxes levied during the 202D12 fiscal year, the Secretary of
Revenue shall credit the sum of four million five hundred thousand dollars ($4,500,000) to the
General Fund of the net tax proceeds that 805228.30(b) directs the Secretary to ¢ted
the Natural Heritage Trust Fund.

SECTION 2.2.(j) Of the funds available in the yeand 20162011 fiscal year
fund balance, the Director of the Budget may use up to one hundred-fiventyillion dollars
($125,000,000) to repay the federal CenfersMedicare and Medicaid Services for excess
Medicaid funds drawn down during the 26PQ10 fiscal year. The Director of the Budget
shall report the amount of funds used under this section no later than 30 days after payment to
the Joint Legislative Comission on Governmental Operations, the Chairs of the Senate and
House of Representatives Appropriations Committees, and the Fiscal Research Division.

Pageb House Bill 200 H200-PCS30343_Exf-14
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SECTION 2.2.(k) Notwithstanding the provisions of G.$43G4-3, the State
Controller shall transfer onlyvo hundred two million nine hundred nindtyur thousand three
hundred thirtynine dollars ($202,994,339) from the unreserved fund balance to the Repairs and
Renovations Reserve Account on June 30, 2011. This subsection becomes effective June 30,
2011.

SECTION 2.2.() Funds transferred under this section to the Repairs and
Renovations Reserve Account are appropriated for the-2012 fiscal year to be used in
accordance with G.943G4-3.

SECTION 2.2.(m) Notwithstanding G.S143G4-2, the State Conthler shall
transfer only two hundred two million nine hundred ninfetyr thousand three hundred
thirty-nine dollars ($202,994,339) from the unreserved fund balance to the Savings Reserve
Account on June 30, 2011. This is not an "appropriation made hYydawhat phrase is used
in Section 7(1) of Article V of the North Carolina Constitution. This subsection becomes
effective June 30, 2011.

PART lll. CURRENT OP ERATIONS/HIGHWAY FUN D

CURRENT OPERATIONS AND EXPANSION/HIGHWAY FUND
SECTION 3.1. Appropriatons from the State Highway Fund for the maintenance
and operation of the Department of Transportation and for other purposes as enumerated are
made for the fiscal biennium ending June 30, 2013, according to the following schedule:
Current Operations 1 Highway Fund 20122012 20122013
Department of Transportation
Administration $ 85412594 $ 85,412,594

Division of Highways

Administration 34,836,793 34,836,793
Construction 87,232,806 86,339,067
Maintenance 1,202,416,068 1,253,761,275
Plannirg and Research 4,055,402 4,055,402
OSHA Program 372,792 372,792
Ferry Operations 33,689,589 41,038,132
State Aid
Municipalities 89,373,921 90,187,224
Public Transportation 69,801,308 69,801,308
Airports 18,401,413 22,311,031
Railroads 21,701,153 21,701,153
Governor's Highway Safety 273,093 273,093
Division of Motor Vehicles 90,142,238 43,004,042
Other State Agencies, Reserves, Transfers 296,240,830 366,066,094
Capital Improvements 15,250,000 15,000,000
Total $ 2,049,200,000 $2,134,160,000

HIGHW AY FUND AVAILABILITY STATEMENT
SECTION 3.2. The Highway Fund availability used in developing the 20013
fiscal biennial budget is shown below:

Highway Fund Availability Statement 20112012 20122013
Unappropriated Balance from Previous Year $ 24000,000 $ 0
Beginning Credit Balance 0 0

Estimated Revenue 2,025,200,000 2,134,160,000

H200-PCS30343_Exf-14 House Bill 200 Page7
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Total Highway Fund Availability $ 2,049,200,000 $2,134,160,000
Unappropriated Balance $ 0 $ 0
PART IV. HIGHWAY TRUST FUN D APPROPRIATIONS

HIGHWAY TRUST FUND A PPROPRIATIONS

SECTION 4.1. Appropriations from the State Highway Trust Fund for the
maintenance and operation of the Department of Transportation and for other purposes as
enumerated are made fdretfiscal biennium ending June 30, 2013, according to the following
schedule:

Current Operations 1 Highway Trust Fund 20122012 20122013
Intrastate $ 460,823,529 $ 487,503,034
Aid to Municipalities 51,216,036 54,043,432
Secondary Roads 36,155,667 41,820,944
Urban Loops 275,761,364 237,407,986
Program Administration 44,774,400 47,107,200
Turnpike Authority 49,000,000 49,000,000
Transfer to General Fund 76,720,918 27,595,861
Transfer to Highway Fund 400,000 0
Debt Service 79,231,728 81,481,543
Mobility Fund 41,326,358 60,950,000
GRAND TOTAL CURRENT OPERATIONS $1,115,410,000 $ 1,086,910,000

HIGHWAY TRUST FUND A VAILABILITY STATEMEN T
SECTION 4.2. The Highway Trust Fund availability used in developing the
20112013 fiscal biennial budget is shown below:

Highway Trust Fund Availability 20112012 20122013
Unappropriated Balance $ 75,000,000 $ 0
Estimated Revenue 1,040,410,000 1,086,910,000
Total Highway Trust Fund Availability $ 1,115,41@M0O0 $ 1,086,910,000

PART V. OTHER APPROPRIATIONS

APPROPRIATION OF OTH ER FUNDS

SECTION 5.1.(a) State funds, as defined in G®&3G1-1(d)(25), are
appropriated as provided in GBI3G1-2 for the 20112013 fiscal biennium, with the
adjustments made tthe continuation budget as reflected in the Governor's Recommended
Budget and Budget Support Document, as follows:

1 For all budget codes listed in "The State of North Carolina Governor's
Recommended Budget, 202013" and in the Budget Support Document
cash balances and receipts are appropriated up to the amounts specified, as
adjusted by the General Assembly, for the 22012 fiscal year and the
20122013 fiscal year. Funds may be expended only for the programs,
purposes, objects, and line items eratherwise authorized by the General
Assembly. Expansion budget funds listed in those documents are
appropriated only as otherwise provided in this act.

(2) Notwithstanding the provisions of subdivision (1) of this subsection:

a. Any receipts that are reqed to be used to pay debt service
requirements for various outstanding bond issues and certificates of
participation are appropriated up to the actual amounts received for
the 20112012 fiscal year and the 202P13 fiscal year and shall be
used only tgpay debt service requirements.

Page8 House Bill 200 H200-PCS30343_Exf-14
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b. Other funds, cash balances, and receipts of funds that meet the
definition issued by the Governmental Accounting Standards Board
of a trust or agency fund are appropriated for and in the amounts
required to meet the lelgeequirements of the trust agreement for the
20112012 fiscal year and the 20PD13 fiscal year.

SECTION 5.1.(b) Receipts collected in a fiscal year in excess of the amounts
authorized by this section shall remain unexpended and unencumbered unfriapgotdoy
the General Assembly in a subsequent fiscal year, unless the expenditure of overrealized
receipts in the fiscal year in which the receipts were collected is authorized by the State Budget
Act. Overrealized receipts are appropriated up to theuatsonecessary to implement this
subsection.

SECTION 5.1.(c) In addition to the consultation and reporting requirements set out
in G.S.143G6-4, the Office of State Budget and Management shall report to the Joint
Legislative Commission on Governmental ébgtions and to the Fiscal Research Division
within 30 days after the end of each quarter on any overrealized receipts approved for
expenditure under this subsection by the Director of the Budget. The report shall include the
source of the receipt, the aomd overrealized, the amount authorized for expenditure, and the
rationale for expenditure.

SECTION 5.1.(d) Notwithstanding subsections (a) and (b) of this section, there is
appropriated from the Reserve for Reimbursements to Local Governments and Bhared
Revenues for each fiscal year an amount equal to the amount of the distributions required by
law to be made from that reserve for that fiscal year.

OTHER RECEIPTS FROM PENDING GRANT AWARDS

SECTION 5.2.(a) Notwithstanding G.S143G6-4, State agenciesnay, with
approval of the Director of the Budget and after consultation with the Joint Legislative
Commission on Governmental Operations, spend funds received from grants awarded
subsequent to the enactment of this act.

SECTION 5.2.(b) The Office of Sta# Budget and Management shall work with
the recipient State agencies to budget grant awards according to the annual program needs and
within the parameters of the respective granting entities. Depending on the nature of the award,
additional State personnenay be employed on a timlienited basis. The Office of State
Budget and Management shall consult with the Joint Legislative Commission on Governmental
Operations prior to expending any funds received from grant awards. Funds received from such
grants arehereby appropriated and shall be incorporated into the authorized budget of the
recipient State agency.

SECTION 5.2.(c) Notwithstanding the provisions of this section, no State agency
may accept a grant not anticipated in this act if acceptance ofahevgould obligate the State
to make future expenditures relating to the program receiving the grant or would otherwise
result in a financial obligation as a consequence of accepting the grant funds.

SECTION 5.2.(d) Notwithstanding G.S143G6-4, the Depdment of Public
Instruction may spend funds received from the following grants for the-2014 fiscal year
awarded subsequent to the enactment of this act for up to the specified amounts:

(1)  Child Nutrition Equipment Assistance $815,762
(2)  Verizon Thinkfinity State Education Partnership  $ 40,000
(3)  State Abstinence Education Program $1,585,347.

Neither the approval of the Director of the Budget nor consultation with the Joint Legislative
Commission on Governmental Operations is required prior t@xpenditure of these funds.
The provisions of subsection (b) of this section do not apply to these funds.
CIVIL FORFEITURE FUN DS

SECTION 5.3. Appropriations.i Appropriations are made from the Civil Penalty
and Forfeiture Fund for the fiscal biennium emgdune 30, 2013, as follows:

FY 20112012 FY 20122013

School Technology Fund $ 18,000,000 $ 18,000,000
State Public School Fund 120,362,790 120,362,790
Total Appropriation $ 138,362,790  $ 138,362,790

EDUCATION LOTTERY
H200-PCS30343_Exf-14 House Bill 200 Paged
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SECTION 5.4.(a) Notwithstamling G.S.18G164, the revenue used to support
appropriations made in this act is transferred from the State Lottery Fund in the amount of four
hundred twentffour million nine hundred seventhiree thousand six hundred thirty dollars
($424,973,630) forme 20112012 fiscal year.

SECTION 5.4.(b) Notwithstanding G.S18CG-164, the appropriations made from
the Education Lottery Fund for the 202012 fiscal year are as follows:

Teachers in Early Grades $220,643,188
Prekindergarten Program $ 63,135,709
Public School Building Capital Fund $100,000,000
Scholarships for Needy Students $ 30,450,000
UNC NeedBased Financial Aid $ 10,744,733

Total Appropriation $424,973,630

SECTION 5.4.(c) Notwithstanding G.S18CG 164, the North Carolina State Lottery
Commissionshall not transfer funds to the Education Lottery Reserve Fund for the2PQP1
fiscal year or the 20322013 fiscal year.

SECTION 5.4.(d) Notwithstanding G.S18G164(c), G.S115G546.2(d), or any
other provision of law, funds appropriated in this gecto the Public School Building Capital
Fund for the 2012012 fiscal year shall be allocated to counties on the basis of average daily
membership (ADM).

SECTION 5.4.(e) Notwithstanding G.S18CG-164(c), Article 35A of Chapter 115C
of the General Statudeor any other provision of law, the funds appropriated in this section for
UNC NeedBased Financial Aid shall be administered in accordance with the policy adopted
by the Board of Governors of The University of North Carolina.

SECTION 5.4.(f) Notwithstanding G.S18C164(f), if the actual net lottery
revenues for the 2012012 fiscal year exceed the amounts appropriated in subsection (b) of
this section, the excess net lottery revenues shall be allocated for school capital on the basis of
average daily mmbership.

SECTION 5.4.(g) Funds appropriated in this section for scholarships for needy
students shall be used only for students at the constituent institutions of The University of
North Carolina and the constituent institutions of the Community Coggeem.

PART VI. GENERAL PRO VISIONS

CLARIFY CERTIFIED BU DGET

SECTION 6.1.(a) The purpose of this section is to clarify the distinction between
changes to the budget enacted by the General Assembly in this act and changes made by the
Director of the Budet pursuant to other authority.

SECTION 6.1.(b) For the 20142013 fiscal biennium, and notwithstanding the
provisions of Chapter 143C of the General Statutes or any other provision of law, the certified
budget for each State agency shall reflect onlytdked of all appropriations enacted for each
State agency by the General Assembly in this act as modified by this act; therefore, the Director
of the Budget shall modify the certified budget only to reflect the following actions and only to
the extent thiathey are authorized by this act:

(1)  The allocation of funds set out in reserves.

(2) Government reorganizations.

The Director of the Budget shall set out all other budget modifications in the authorized budget.

CONTINGENCY AND EMER GENCY FUND LIMITATIO N

SECTION 6.2. For the 20132013 fiscal biennium, and notwithstanding the
provisions of G.S143G4-4(b), funds appropriated to the Contingency and Emergency Fund
may be used only for expenditures required (i) by a court or Industrial Commission origer or (
to respond to events as authorized under G6A-5(1)a.9. of the North Carolina Emergency
Management Act of 1977. These funds shall not be used for other statutorily authorized
purposes or for any other contingencies and emergencies.

ESTABLISHING OR INCREASING FEES UNDER THIS ACT

SECTION 6.3.(a) Notwithstanding G.S12-3.1, an agency is not required to
consult with the Joint Legislative Commission on Governmental Operations prior to
establishing or increasing a fee to the level authorized or aatecipn this act.
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SECTION 6.3.(b) Notwithstanding G.S150B-21.1A(a), an agency may adopt an
emergency rule in accordance with GLS0B-21.1A to establish or increase a fee as authorized
by this act if the adoption of a rule would otherwise be requiretbiuArticle 2A of Chapter
150B of the General Statutes.

CONSULTATION REQUIRE D BEFORE CREATION OF NEW FUNDS
SECTION 6.4. Notwithstanding G.S143G1-3 or any other provision of law to
the contrary, the Office of State Budget and Management and the Giffive State Controller
shall consult with the Joint Legislative Commission on Governmental Operations prior to the
establishment of a new fund as defined in GG 1-3.

JUSTIFICATION/OPERAT IONAL REVIEWS

SECTION 6.6.(a) It is the intent of the GendrAssembly to subject the operations
of State government and the operations of nongovernmental entities receiving State funds to
periodic Justification Reviews. The Reviews shall be conducted by the Fiscal Research
Division and shall specifically addretse following questions:

(2) Is the program or service fulfilling the letter and/or intent of its legislative

mandate?

(2) Is that mandate still justified, either in its original form or some modified

form?

(3) Does the program follow identified best praes to address its mandate?

(4) Is the program duplicative of other services provided by the public or private

sectors?

5) Is the program effective?

(6) Is the program efficient?

(7)  Are there any other obstacles that might limit the program's ability to

accomplish its mission?

SECTION 6.6.(b) For the fiscal year 2012012, the following programs or
services shall be the subject of review:

(2) Lumberton Farmer's Markét Department of Agriculture and Consumer

Services.

(2) DHHS postsecondary educatiorograms.

3) Environmental Rating Scales Contract.

SECTION 6.6.(c) By May 1, 2012, the Fiscal Research Division shall report its
findings and recommendations to the Appropriations Committee of the House of
Representatives and the Appropriations/Base Bu@gehmittee of the Senate. The report
shall:

(2) Provide a description of each program.

(2) Identify major policy issues that the General Assembly should address.

3) Explore means to achieve program objectives more efficiently.

(4) Characterize the likelyresults of alternative funding levels and/or

opportunities to save taxpayer dollars.

(5) Identify performance measures that have been established by the agency and

the usefulness of those performance measures, as well as the agency's
progress toward meeg their established measures.

CONTINUATION REVIEW OF CERTAIN FUNDS/PROGRAMS/DIVISIONS

SECTION 6.7.(a) It is the intent of the General Assembly to periodically and
systematically review the funds, agencies, divisions, and programs financed by State
govenment. This process is known as the Continuation Review Program. The Continuation
Review Program is intended to assist the General Assembly in determining whether to
continue, reduce, or eliminate funding for the State's funds, agencies, divisions, gagngro
subject to continuation review.

SECTION 6.7.(b) The Appropriations Committee of the House of Representatives
and the Appropriations/Base Budget Committee of the Senate may review the funds, programs,
and divisions listed in this section and shatktdeine whether to continue, reduce, or eliminate
funding for the funds, programs, and divisions, subject to the Continuation Review Program.
The Fiscal Research Division may issue instructions to the State departments and agencies
subject to continuatiomeview regarding the expected content and format of the reports
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required by this section. No later than December 1, 2011, the following agencies shall report to
the Fiscal Research Division:

Q) Justice and Public SafetiyFamily Court.

(2) Education.i Center for Public Television as provided by Section 9.1 of this

act.
(3) Natural and Economic Resourcés.
a. Commerce/Office of Science and Technology.
b. Wildlife Resources Commission/Conservation Education.
(4) Health and Human Services. Division of Information Resource
Management.

(5) General Governmerit. General Assembly Facility Services.

(6) Transportationt
a. Division of Motor Vehicles Drivers License Program.

b. Visitor Centers Funding.

SECTION 6.7.(c) The continuation review reports requirgdthis section shall

include the following information:

(1) A description of the fund, agency, division, or program mission, goals, and
objectives.

(2) The statutory objectives for the fund, agency, division, or program and the
problem or need addressed.

(3) The extent to which the fund, agency, division, or program objectives have
been achieved.

(4) The fund's, agency's, division's, or program's functions or programs
performed without specific statutory authority.

(5)  The performance measures for eaandfuagency, division, or program and
the process by which the performance measures determine efficiency and
effectiveness.

(6) Recommendations for statutory, budgetary, or administrative changes
needed to improve efficiency and effectiveness of serviclegedsd to the
public.

(7)  The consequences of discontinuing funding.

(8) Recommendations for improving services or reducing costs or duplication.

(9)  The identification of policy issues that should be brought to the attention of
the General Assembly.

(10) Other information necessary to fully support the General Assembly's
Continuation Review Program along with any information included in
instructions from the Fiscal Research Division.

SECTION 6.7.(d) State departments and agencies identified in subsedtjoof

this section shall submit a final report to the General Assembly by March 1, 2012.

UTILIZATION REVIEW/P UBLIC SCHOOL AND PUB LIC HEALTH NURSES

SECTION 6.9.(a) Beginning July 1, 2011, the Fiscal Research Division, in
consultation with the Departmef Public Instruction and the Department of Health and
Human Services, shall review all publicly (federal and State) funded public school nurse
positions assigned within or connected to those respective organizations in order to determine
the most effectie and cosefficient ways to provide needed nursing service to public school
students. The review shall identify specific areas where overlaps of service provision may exist.
The review shall focus on ways to maximize existing nursing resources and rigecha
prospectively the manner in which local school nurses are allocated to better address the needs
of students in the public schools at reasonable cost. Specifically, the review shall examine at
least all of the following:

(2) Feasibility of having the mey all flow to local public health departments
for management and administration purposes to align heséted
activities with the local entity best equipped to manage.

(2) Feasibility of using a mix of licensed nurses, both registered nurses (RN)
and licensed practical nurses (LPN), to provide health care services in the
public schools.

3) Feasibility of allowing a school nurse to be licensed as an LPN as long as the
nurse works under the direct supervision of an RN.
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4) Development of a new allocatidormula that considers:

a. Average daily membership.
b. Local match requirement.
C. A base amount for each local school administrative unit.

SECTION 6.9.(b) By May 1, 2012, the Fiscal Research Division shall report to the
House and Senate Appropriatto@ommittees.

GLOBAL TRANSPARK DEB T, REPORT, AND STUDY
SECTION 6.10.(a) G.S.147-69.2(b)(11), as amended by Section 7 of S.L.
2005144, Section 2 of S.L. 206%01, Section 28.17 of S.L. 20@¥6, Section 27.7 of S.L.
2007323, and Section 25.2 of S.L.@®451, reads as rewritten:
"(b) It shall be the duty of the State Treasurer to invest the cash of the funds enumerated
in subsection (a) of this section in excess of the amount required to meet the current needs and
demands on such funds, selecting frammoag the following:

e

(11) With respect to assets of the Escheat Fund, obligations of the North Carolina
Global TransPark Authority authorized by G68A-4(a)(22), not to exceed
twenty-five million dollars ($25,000,000), that have a final maturity narlat
than October 12011.2012.The obligations shall bear interest at the rate set
by the State Treasurer. No commitment to purchase obligations may be
made pursuant to this subdivision after September 1, 1993, and no
obligations may be purchased after teegber 1, 1994. In the event of a loss
to the Escheat Fund by reason of an investment made pursuant to this
subdivision, it is the intention of the General Assembly to hold the Escheat
Fund harmless from the loss by appropriating to the Escheat Fund funds
equivalent to the loss.

If any part of the property owned by the North Carolina Global
TransPark Authority now or in the future is divested, proceeds of the
divestment shall be used to fulfill any unmet obligations on an investment
made pursuant to thissdivision."

SECTION 6.10.(b) The Global TransPark Authority shall report to the Program
Evaluation Division on its strategic, business, and financial plans. The report shall be made by
no later than January 1, 2012, and shall include the Authority's ggdmxhedule to achieve
financial selfsufficiency and proposed schedule to repay to the Escheat Fund the investment
authorized under G.847-69.2(b)(11) plus any accumulated interest, both of which totaled
forty million sixty-seven thousand nine hundregighteen dollars and twenty cents
($40,067,918.20) as of March 31, 2011.

SECTION 6.10.(c) The Program Evaluation Division of the General Assembly
shall study the feasibility and implications of (i) transferring the entire Global TransPark
Authority to aneher State agency and (ii) transferring functions of the Global TransPark
Authority to other State agencies as part of a consolidation. The term "functions of the Global
TransPark Authority" includes, but is not limited to, administration, planning, edonom
development and marketing, property management, and training center functions. The Program
Evaluation Division shall report its findings and make a recommendation from this study to the
Joint Legislative Program Evaluation Oversight Committee no llaser May 1, 2012.

HEALTH AND WELLNESS TRUST FUND AND TOBACCO TRUST FUND/FUTURE
MSA PAYMENTS
SECTION 6.11.(a) The Health and Wellness Trust Fund (HWTF) and Health and
Wellness Trust Fund Commission are abolished, and Article 6C of Chapter 147 of thel Genera
Statutes is repealed.
SECTION 6.11.(b) Funds remaining in the Health and Wellness Trust Fund on
June 30, 2011, shall be transferred to the Department of Health and Human Services and shall
be carried forward to fiscal year 202012 to be used by theePartment for the following
purposes:
(1) Up to the sum of twentjwo million dollars ($22,000,000) shall be used to
administer grants associated with the following programs and initiatives:
a. Teen Tobacco Prevention.
b. ChecKmeds.
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C. Medication Assistare Programs.
d. Obesity Prevention.

(2) The sum of ten million dollars ($10,000,000) shall be used to reduce the
total savings required to be achieved for the Medicaid program by
Community Care of North Carolina.

(3) The remainder shall be used to redueeNfedicaid Provider Rate cut.

SECTION 6.11.(c) G.S.11629.1(b)(1) reads as rewritten:

"(b) The General Assembly finds that it is imperative that the State provide a minimum
of fifty million dollars ($50,000,000) each calendar year to the University CdResearch
Fund; therefore, effective July 1 of each calendar year:

(1)  NetwithstandingG-S-143G9-3,—f0f the funds credited tdhe-Tebaceo
Frust-AeecountBudget Code 69430 in tHeepartment ofState Treasurethe
sum of eight million dollars ($8,000,00@ transferred fromthe-Febaceco
Frust-AececounBudget Code 6943t the University Cancer Research Fund

) and appropriated for this purpose.

e. "

SECTION 6.11.(d) Section 6 of S.L. 1999 reads as rewritten:

"Section 6.(a) Except as provided in subsectifl) of this section, itt-is the intent of the
General Assembly that the funds under the MasSettlement Agreement, which is
incorporated into the Consent Decree, be allocated as follows:

(2) Fifty percent (50%) to the nonprofit corporation as providgdhe Consent
Decree.

(2) Fwenty-five percent(25%)-to-a-trust-fund-to-be-established-by-the-General
AssemiehFlfty percent (50%) shall ballocatedas follows:

Debt service as authorized by the State Capital Facilities Act of 2004,
Part 1 of S.L. 200479 and S.L. 2006424. As soon as practicable
after the beginning of each fiscal year, the State Treasurer shall
estimateand transfer to Budget Code 69430 the amaindebt
service anticipated to be paid during the fiscal year for special
indebtednessuthorized by the State Capital Facilities Act of 2004

b. The sum of eight million dollars ($8,000,008)credited to Budget
Code 69430and shall be transferredto the University Cancer
Research Fund in accordance Wii5.116-29.1.

C. The balance remaimg to be credited tahe State General Fund to be

used for the following purposes:
1. for-theThe benefit of tobacco producers, tobacco allotment
holders and persons engaged in tobaed:ﬂtedbegnesses

btssmessesTo carry out this
purposeth4s—ttuet—tun<ﬂmds ‘may provide direct and indirect

financial assistance,-ir-accordance-with-criteria-established by
thetrustees—of the—trust fund—asdistanceto the extent
allowed by law, to (i) indemnify tobacco producers, allotment
holders, and persons engaged in tobaetated businesses
from the adverse economic effects of the Master Settlement
Agreement, (i) compensate tobacco producers and allotment
holders for the emnomic loss resulting from lost quota, and
(iii) revitalize tobacco dependent communities.

The benefit of healtho fund programs and initiatives that
include research, education, prevention, and treatment of
health problems in North Carolina and to remse the
capacity of communities to respond to the publicealth
needs through programs such as Health Choice and thés State

N

Medicaid program.

(b) Any monlespald |nto the North Carollna State SpeC|f|c Account from the Dlsputed
Payments Account on account of the Nearticipaing Manufacturers thawould have been
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transferredo The Golden L.E.A.F. (Londerm Economic Advancement Foundation), Jioe.
to the trust funds established accordance with swlvision (a)(2) of this sectiorshall be
deposited in the General Fund Aaot of the Settlement Reserve Fund.

SECTION 6.11.(e) The funds allocated in subdivision (2)a. of Section 6 of S.L.
19992, as rewritten by subsection (d) of this section, are appropriated from the General Fund
for fiscal years 201-2012 and 2012013 andshall be expended in accordance with the
provisions of subdivision (2)a. of Section 6 of S.L. 129%s amended by subsection (d) of
this section.

SECTION 6.11.(f) Notwithstanding the provisions of G.®3717(i), the
administrative costs of the Tobacdrust Fund shall not exceed six hundred twédiviy
thousand dollars ($625,000) for fiscal year 2@D12 and fiscal year 2042013.

SECTION 6.11.(g) The fifty percent (50%) of any monies paid into the North
Carolina State Specific Account from the Digpd Payments Account on account of the Non
Participating Manufacturers thawould have been transferred to The Golden L.E.A.F.
(Long-Term Economic Advancement Foundation), Jiptirsuant to Section 2(b) of S.L. 1999
2, is transfered to theGeneral Fund\ccount within the Settlement Reseisend.

SECTION 6.11.(h) The Attorney General shall take all necessary actions to notify
the court in the action entitléstate of North Carolina v. Philip Morris Incorporated, et 38
CVS 14377, in the General Cowf Justice, Superior Court Division, Wake County, North
Carolina, and the administrators of the State Specific Account established under the Master
Settlement Agreement of this action by the General Assembly redirecting the payments set
forth in subsectin (g) ofthis section.

SECTION 6.11(i) G.S. 143E9-3 is amended by adding a new subsection to read:

"(cl) A General Fund Account is established in the Settlement Reserve Fund. The
monies paid into the North Carolina State Specific Account from theuf@dpPayments
Account on account of the Ndparticipating Manufacturers shall be credited to the General
Fund Account. The State Controller shall transfer all funds in the General Fund Account to the
General Fund.

SECTION 6.11()) Subsection (a) of thisection shall be effective 60 days after
this act becomes law or on October 1, 2011, whichever occurs first. Subsection (b) of this
section becomes effective on June 30, 2011.

CONSOLIDATION OF AIR SERVICES AND CENTRALIZATION OF AIR
MANAGEMENT/STATE -OWNED PASSENGER  AND NONPASSENGER
VEHICLES

SECTION 6.13.(a) The State Motor Fleet project in the Work Plan of the Program
Evaluation Division approved April 5, 2011, by the Joint Legislative Program Evaluation
Oversight Committee is amended as described snstition.

SECTION 6.13.(b) The Program Evaluation Division shall evaluate the
consolidation of air services provided by the Department of Transportation, the State Bureau of
Investigation, and the University of North Carolina Passenger Mission andret@ahmend
the most appropriate agency to house the consolidated services. Other air services may be
examined for consolidation by the Program Evaluation Division. The study shall evaluate
savings through consolidation, including potential savings fronfotfeving:

(1)  Reduction in aircratft.

(2)  Reduction in personnel.

3) Reduction in State facilities.

(4)  Animproved level of service.

(5)  The potential sale of the DOT Beechcraft B200 aircraft tail number N3NC

and if so when the sale should take place.

SECTION 6.13.(c) The Program Evaluation Division shall study the formation of
an Aviation Management Authority, as recommended by the Program Evaluation Division's
April 2010 Report"Selling 25 Underutilized Aircraft May Yield Up to $8.1 Million and Save
$1.5 Million Annually."

SECTION 6.13.(d) The Program Evaluation Division shall study all passenger and
nonpassenger vehicles owned and operated by all State government departments, institutions,
and entities. The study shall include motor fleet fees asdcaged cash balances, mechanic
operations, the use and purpose of assigned vehicles, and State fueling stations and associated
fees.
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SECTION 6.13.(e) The Program Evaluation Division shall report its findings and
recommendations from the State Motor Elpmject described under this section to the Joint
Legislative Program Evaluation Oversight Committee no later than May 1, 2012.

TORNADO ASSISTANCE

SECTION 6.14. The General Assembly finds that on April 16, 2011, heavy
thunderstorms and powerful tornasdoswept through this State, with 18 counties sustaining the
most extensive damage. Those counties are Bertie, Bladen, Craven, Cumberland, Currituck,
Greene, Halifax, Harnett, Hertford, Hoke, Johnston, Lee, Onslow, Pitt, Robeson, Sampson,
Wake, and WilsorCounties. It is the intent of the General Assembly to provide State matching
funds to help mitigate losses, rebuild infrastructure, and aid affected citizens and businesses.

PART VI-A. INFORMATION TECHN OLOGY

INFORMATION TECHNOLO GY FUND/AVAILABILITY
SECTION 6A.1.(a) The availability used to support appropriations made in this act
from the Information Technology Fund established in G43-33.72H is as follows:
FY 2011-:2012 FY 20122013

Appropriation from General Fund $4,458,142 $6,158,142
Interest $ 25,000 $ 25,000
IT Fund Balance June 30 $ 792,000 $ 0
Total Funds Available $5,275,142 $6,183,142

Appropriations are made from the Information Technology Fund for the-2013
fiscal biennium as follows:

FY 20112012 FY 20122013

Information Technology Operations

Center for Geographic Information and Analysis $ 599,347 $ 599,347
Enterprise Security Risk Management $ 864,148 $ 864,148
Enterprise Project Management Office $1,473,285 $1,473,285
Architecture and Engineering $ 581,986 $ 581,986
Criminal Justice Information Network $ 166,422 $ 166,422
Statewide IT Procurement $ 0 $ 0
State Web site $ 100,000 $ 0
ITS Overhead Reduction ($91,486) ($91,486)
Subtotal Information Technogy Operations $3,693,702 $3,593,702
Information Technology Projects
State Portal $ 0 $ 0
IT Consolidation $ 776,440 $ 784,440
Transfer to OSC for forms $ 500,000 $ 500,000
Subtotal Information Technology Projects $1,276,40 $1,284,440
Data Integration License Funding Transfer to State Agen&ex00,000 $1,200,000
Position Transfer to Office of State Budget and Managem®&rit05,000 $ 105,000
Total $5,275,142 $6,183,142

SECTION 6A.1.(b) By September 1 of each year, datgegration funding in the
Information Technology Fund for that State fiscal year shall be transferred to State agencies in
proportion to their use of data integration licenses at that point in time. The State Chief
Information Officer shall report to ¢éhJoint Legislative Oversight Committee on Information
Technology and the Fiscal Research Division by September 2 of each year on the status of the
transfer.

Any licensing requirements after the 202013 fiscal biennium shall be the
responsibility of theparticipating agency. For the 202R13 fiscal year, the State Chief
Information Officer shall provide funding in the amount of one million two hundred thousand
dollars ($1,200,000) to offset data integration licensing costs and shall charge agencies based
on license usage for license costs in excess of one million two hundred thousand dollars
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($1,200,000). The State Chief Information Officer shall notify affected agencies of this
requirement by September 1, 2011. The State Chief Information Officer sizalieethat
agencies choosing to participate after that date are notified prior to agreeing to participate in the
data integration license agreement. The State Chief Information Officer shall report to the Joint
Legislative Oversight Committee on Informatidechnology and the Fiscal Research Division

by September 2, 2011, on agency notification of their responsibility to fund any data integration
license requirements after the 262413 fiscal biennium.

SECTION 6A.1.(c) Unless a change is approved by that& Chief Information
Officer after consultation with the Office of State Budget and Management, funds appropriated
to the Information Technology Fund shall be spent only as specified in this section. Changes
shall not result in any degradation to theemgtion or project for which the funds were
originally appropriated.

Any changes to the specified uses shall be approved in writing by the State Chief
Information Officer and shall immediately be reported to the Chairs of the House of
Representatives Comttee on Appropriations and the House of Representatives Subcommittee
on General Government, the Chairs of the Senate Committee on Appropriations and the Senate
Appropriations Committee on General Government and Information Technology, the Joint
Legislative Oversight Committee on Information Technology, the Fiscal Research Division,
and the Office of State Budget and Management. This report shall include detailed reasons for
the changes in use and shall explain why each change does not have any potetiarrtige
operation or project for which the funding was originally appropriated.

SECTION 6A.1.(d) The Office of the State Controller shall coordinate with the
Office of the State Chief Information Officer to identify four positions in the Office oftage
Chief Information Officer that shall be used, effective August 1, 2011, to support planning and
implementation of an automated fraud detection capability andfarms/digital signature
project.

SECTION 6A.1.(e) This section is effective when it t@mes law.

INFORMATION TECHNOLO GY OPERATIONS

SECTION 6A.2.(a) Information Technology Internal Service Fund Buddet.
Notwithstanding G.S147-33.88, the Office of Information Technology Services shall develop
an annual budget for review and approval by Office of State Budget and Management in
accordance with a schedule prescribed by the Director of the Office of State Budget and
Management. The approved Information Technology Internal Service Fund budget shall be
included in the Governor's budget seamendations to the General Assembly.

The Office of State Budget and Management shall ensure that State agencies have
an opportunity to adjust their budgets based on any rate changes proposed by the Office of
Information Technology Services and approved the Office of State Budget and
Management.

Any uses of the Internal Service Fund not specifically related to the operation of the
Office of Information Technology Services shall immediately be reported to the Office of State
Budget and Management and tfiscal Research Division with an explanation as to why it was
necessary to use the Fund.

SECTION 6A.2.(b) Enterprise Projectd. The State Chief Information Officer
shall consult the respective State agency chief information officer and obtain appsov#hdr
Office of State Budget and Management prior to the initiation of any enterprise project or
contract. State agency requirements shall be incorporated into any enterprise agreement signed
by the State Chief Information Officer or his or her reprederd. Enterprise projects shall not
exceed the participating State agencies' ability to financially support the contracts.

SECTION 6A.2.(c) The State Chief Information Officer shall not enter into any
information technology contracts without obtainingtten agreements from participating State
agencies regarding the apportionment of the contract cost. State agencies agreeing to
participate in a contract shall:

1 Ensure that sufficient funds are budgeted to support their agreed shares of
enterprise agements throughout the life of the contract or project.

(2)  Transfer the agreedpon funds to the Information Technology Internal

Service Fund in sufficient time for the Office of Information Technology
Services to meet vendor contract requirements.
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The Sate Chief Information Officer shall ensure that enterprise project and contract
costs are allocated to participating agencies in an equitable manner.

SECTION 6A.2.(d) Agency Projects.i Prior to initiation, any information
technology project, or any segmt of a multipart project, costing more than two hundred fifty
thousand dollars ($250,000) shall be included in the agency's most recent information
technology plan and shall be approved by the General Assembly.

SECTION 6A.2.(e) ThreeYear Contracts.i Notwithstanding the cash
management provisions of GB17-86.11, the Office of Information Technology Services may
procure information technology goods and services for periods of up to a total of three years
where the terms of the procurement contraairegpayment of all, or a portion, of the contract
price at the beginning of the contract agreement. All of the following conditions shall be met
before payment for these agreements may be disbursed:

(1) Any advance payment can be accomplished within bhi®rmation

Technology Internal Service Fund budget.

(2) The State Controller receives conclusive evidence that the proposed
agreement would be more cedtective than a multiyear agreement that
complies with G.S147-86.11.

(3) The procurement complies ill other aspects with applicable statutes and
rules.

(4) The proposed agreement contains contract terms that protect the financial
interest of the State against contractor nonperformance or insolvency
through the creation of escrow accounts for fundayrce codes, or both, or
by any other reasonable means that have legally binding effect.

The Office of State Budget and Management shall ensure the savings from any
authorized agreement shall be included in the Information Technology Internal Service Fund
rate calculations before the Office of State Budget and Management annually approves
proposed rates. Any savings resulting from the agreements shall be returned to agencies
included in the contract in the form of reduced rates. The Office of Informaticmdgy
Services shall submit a quarterly written report to the Office of State Budget and Management
on any State agency budget impacts resulting from multiyear contracts. Under no
circumstances shall multiyear contracts result in rate increases faipgading agencies. The
Office of Information Technology Services shall submit a quarterly written report of any
authorizations granted under this section to the Joint Legislative Oversight Committee on
Information Technology and the Fiscal Research Dowisof the North Carolina General
Assembly.

SECTION 6A.2.(f) Information Technology Hosting. State agencies developing
and implementing information technology projects/applications shall use the State
infrastructure to host their projects. An exceptiorthis requirement may be granted only if
approved by both the State Chief Information Officer on the basis of technology requirements
and by the Office of State Budget and Management based on cost savings, subject to
consultation with the Joint Legislaé Commission on Governmental Operations and a report
to the Joint Legislative Oversight Committee on Information Technology.

Projects/applications currently hosted outside the State infrastructure shall be
returned to State infrastructure not later tHeneénd of any current contract.

By October 1, 2011, the State Chief Information Officer shall report to the Joint
Legislative Oversight Committee on Information Technology regarding projects currently
hosted outside State infrastructure and a scheduégumrthose projects to State infrastructure.

SECTION 6A.2.(g) Service Level Agreements. Service level agreements
developed with supported State agencies shall include metrics for the Office of Information
Technology Services as well as the supporteeheigs. When the Office of Information
Technology Services or an agency fails to meet metrics established by the service level
agreement, a report shall be provided to the Office of State Budget and Management and the
Fiscal Research Division of the GeakeAssembly within 10 days, detailing the shortfall and
providing a corrective action plan with a time line.

SECTION 6A.2.(h) The Office of Information Technology Services shall assist
State agencies in identifying the least expensive source and bestfmathe purchase of IT
goods and services and shall ensure that agencies receive every available discount when
purchasing IT goods and services. When the best value and the least expensive sources are
different, the Office of Information Technology Sees shall report to the Office of State
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Budget and Management and the Fiscal Research Division on why the least expensive vendor
was not the best value.

SECTION 6A.2.(i) Agency Billing and Payment$. The State CIO shall ensure
that bills from the Officeof Information Technology Services are easily understood and fully
transparent. If a State agency fails to pay its IT Internal Service Fund bills within 30 days of
receipt, the Office of State Budget and Management may transfer funds from the agency to
cover the cost of the bill from that agency to the IT Internal Service Fund.

COORDINATION OF INFO RMATION TECHNOLOGY R EQUIREMENTS AND
GEOGRAPHIC INFORMATI ON SYSTEM REQUIREMENTS

SECTION 6A.3. The State Chief Information Officer, through the Enterprise
Proje¢ Management Office, shall develop a plan and adopt measures to avoid the duplication
of information technology capabilities and resources across State agencies. When multiple
agencies require the same or substantially similar information technologyilitgptie State
Chief Information Officer shall designate one State agency as the lead to coordinate support
and to manage that capability for all State agencies requiring the capability, with the State
Chief Information Officer maintaining oversight dfet effort. Further, the Enterprise Project
Management Office shall:

(2) Review all ongoing and future technology projects to determine whether the
capabilities required for each project, or the specific requirements
comprising a component within a projedlready exist in a planned,
ongoing, or completed information technology project developed by another
State agency. Information Technology Procurement shall work to develop
contracts for information technology projects to allow the addition of other
agerties' requirements within the terms of the existing contract.

(2) Identify existing projects that can best support a particular requirement for
multiple agencies and work to transition agencies to those projects.

(3) When State agencies request approvalrew projects, determine if the
information technology project has transferable applicability to current or
future capabilities required by another State agency.

4) Upon identifying an existing information technology capability needed by a
State agencyassist that agency in determining how best to access existing
projects.

5) Implement the State Chief Information Officer's plan to reduce duplication.

(6) Deny approval for new projects that duplicate existing capabilities within
State agencies.

(7) Provide quarterly reports to the Fiscal Research Division of the General
Assembly on progress toward eliminating duplication. The report shall
include a list of duplicate projects across State agencies, both ongoing and
legacy, and shall document explicit et®to reduce the duplication. It shall
specifically address progress during the quarter for which the report is being
submitted. It shall also include a list of projects denied approval because of
duplication, with a description of the measures taken tesscan existing
project with the same capabilities.

All State agencies shall coordinate any Geographic Information System (GIS)
initiatives through the Center for Geographic Information and Analysis (CGIA) to ensure that
they are not duplicating an exisgj function. The CGIA shall monitor and approve all new
GlS-related information technology projects and expansion budget requests. By January 1 of
each year, the CGIA shall make a written report to the Joint Legislative Oversight Committee
on Information Bchnology and to the Fiscal Research Division of the General Assembly on
the results of these efforts.

CRIMINAL JUSTICE LAW ENFORCEMENT AUTOMATE D DATA SERVICES
(CILEADS)
SECTION 6A.4.(a) The Office of the State Controller, in cooperation with the
State Qief Information Officer, shall:
(1) Continue the implementation of the Criminal Justice Data Integration Pilot
Program, which is now known as the Criminal Justice Law Enforcement
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Automated Data Services (CJLEADS), expanding it throughout the State of
North Carolina;

(2) Review plans to transition CJLEADS to the Department of Justice,
determining if that is still the best course of action, and identifying an
alternative, if required,

(3) By October 1, 2011, provide a recommendation to the Joint Legislative
Oversight Committee on Information Technology on the best alternative for
managing and hosting CJLEADS, along with a time line for the transition;
and

4) Provide quarterly reports on the status of the Program to the Joint Legislative
Oversight Committee ro Information Technology beginning October 1,
2011.

SECTION 6A.4.(b) The Office of the State Controller shall administer CJLEADS

with the assistance of a Leadership Council consisting of:
(1) The Attorney General,
(2)  The Director of the Administrative @¢e of the Courts;
(3) The Secretary of the Department of Correction;
(4)  The Secretary of Crime Control and Public Safety;
(5) The Secretary of the Department of Juvenile Justice and Delinquency
Prevention;
(6) The Commissioner of Motor Vehicles, Depagtmh of Transportation;
(7)  The President of the North Carolina Association of Chiefs of Police;
(8) The President of the North Carolina Sheriffs' Association, Inc.;
(9) A representative of the Federal Bureau of Investigation, who shall be a
nonvoting membe
(10) The State Controller; and
(11) The State Chief Information Officer.
SECTION 6A.4.(c) Data that is not classified as a public record under 351
shall not be considered a public record when incorporated into the CJLEADS database.

SECTION 6A.4.(d) To maintain the confidentiality requirements attached to the
information provided to CJLEADS by the various State and local agencies, each source agency
providing data for CJLEADS shall be the sole custodian of the data for the purpose of any
requestfor inspection or copies thereof under Chapter 132 of the General Statutes. CJLEADS
shall only allow access to data from the source agencies in accordance with rules adopted by
the respective source agencies.

SECTION 6A.4.(e) Agencies shall use existingggources to provide required

support for CJLEADS.

SECTION 6A.4.(f) Section 6.10 of S.L. 20181 is repealed.

CONTINUING PILOT PRO GRAM TO ALLOW PUBLIC -PRIVATE PARTNERSHIPS
TO MEET DEPARTMENT O F REVENUE TECHNOLOGY NEEDS

SECTION 6A.5.(a) To speed the impleentation of the Tax Information
Management System (TIMS) and the additional components of the Planning and Design
Project (PDP) through June 30, 2015, the Secretary of the Department of Revenue may enter
into publicprivate arrangements where (i) the fingd of the project under the arrangement
comes from revenue generated by the project and (ii) the project is related to the
implementation of TIMS and additional components of the PDP. As used in this section, the
"additional components of the PDP" are é&ptise Data Warehouse, Management Reporting
and Decision Analytics, Customer Relationship Management, Enterprise Case Management,
and EServices. All such arrangements shall terminate June 30, 2015.

Work under a publiprivate arrangement may be contractby requests for
proposals, modifications to existing contracts, and purchases using existing contract vehicles.

The Secretary of Revenue shall establish a measurement process to determine the
increased revenue attributable to the puphwate arrangems. To accomplish this, the
Secretary shall consult subject matter experts outside the Department of Revenue, both within
State government and from private industry. The measurement process shall include:

(1) Calculation of a revenue baseline against Whibe increased revenue

attributable to the project is measured;
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(2) Periodic evaluation to determine if the baseline needs to be modified based
on significant measurable changes in the economic environment; and

3) Monthly calculation of increased revenatributable to contracts executed
under this program.

Of funds generated from collections above the baseline established by subdivision

(1) of this subsection, in both the General Fund, Highway Funds, and the State portion of the
Unauthorized SubstanceaX collections of the Special Revenue Fund, up to fiorgy million

five hundred thousand dollars ($45,500,000) may be authorized by the Office of State Budget
and Management for the purchases related to the implementation of TIMS and the additional
compments of the PDP, including payment for services from-®i@te entities. The
Department of Revenue may retain an additional six million six hundreddiartiiousand five
hundred fiftyseven dollars ($6,646,557) from benefits generated for the Genedakkgce the
beginning of the publiprivate partnership. These funds shall be used as payment of internal
costs for the fiscal biennium, and such funds are hereby appropriated for this purpose.

If the Department of Revenue finds that it cannot generatiti@thl benefits
totaling forty-five million five hundred thousand dollars ($45,500,000) through June 30, 2015,
or that total costs exceed the total available appropriations and earned benefits, then the
Department shall do all of the following: (i) immately notify the Chairs of the House of
Representatives and Senate Appropriations Committees and the Fiscal Research Division, (ii)
identify any obligations to vendors, (iii) identify options for meeting obligations to vendors,
and (iv) provide costs assated with each option. The Department shall ensure that this
notification is made in sufficient time to allow the General Assembly to properly evaluate the
options presented.

SECTION 6A.5.(b) Notwithstanding G.S114-2.3, the Department of Revenue
shall engage the services of private counsel with the pertinent information technology and
computer law expertise to review requests for proposals, and to negotiate and review contracts
associated with TIMS and the additional components of the Planning arghBesject (PDP)
(Enterprise Data Warehouse, Management Reporting and Decision Analytics, Customer
Relationship Management, Enterprise Case Management-8edvices).

SECTION 6A.5.(c) There is established within the Department of Revenue the
Oversight @mmittee for reviewing and approving the benefits measurement methodology and
calculation process. The Oversight Committee shall review and approve in writing all contracts,
including change orders, amendments to contracts, and addendums to contraetsh&gfare
executed under this section. This shall include (i) details of each ypuhate contract, (ii) the
benefits from each contract, and (iii) a comprehensive forecast of the benefits of using
public-private agreements to implement TIMS and tbditonal PDP components, including
the measurement process established for the Secretary of Revenue. The Oversight Committee
shall approve all of the fund transfers for this project. Within five days of entering into a
contract, the Department shall prdeicopies of each contract and all associated information to
the Joint Legislative Oversight Committee on Information Technology, the Chairs of the House
of Representatives and Senate Committees on Appropriations, and the Fiscal Research
Division.

The membrs of the Committee shall include the following:

(1)  The State Budget Director;

(2)  The Secretary of the Department of Revenue;

(3)  The State Chief Information Officer;

(4)  Two persons appointed by the Governor;

(5) One member of the general public havimxpertise in information
technology appointed by the General Assembly upon the recommendation of
the Speaker of the House of Representatives; and

(6)  One member of the general public having expertise in economic and revenue
forecasting appointed by the @ral Assembly upon recommendation of the
President Pro Tempore of the Senate.

The State Budget Director shall serve as chair of the Committee. The Committee
shall set its meeting schedule and adopt its rules of operation by majority vote. A majority of
the members constitutes a quorum. Vacancies shall be filled by the appointing authority.
Administrative support staff shall be provided by the Department of Revenue. Members of the
Committee shall receive reimbursements for subsistence and travel expepsegidex by
Chapter 138 of the General Statutes. The Committee shall terminate on June 30, 2015.
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The Department shall provide copies of the minutes of each meeting and all
associated information to the Joint Legislative Oversight Committee on Information
Technology, the Chairs of the House of Representatives and Senate Committees on
Appropriations, and the Fiscal Research Division.

SECTION 6A.5.(d) Beginning August 1, 2011, and quarterly thereafter, the
Department of Revenue shall submit detailed writteports to the Chairs of the House of
Representatives and Senate Committees on Appropriations, to the Joint Legislative Oversight
Committee on Information Technology, and to the Fiscal Research Division of the Legislative
Services Office. The report shaticlude (i) details of each publjrivate contract, (ii) the
benefits from each contract, (i) a comprehensive forecast of the benefits of using
public-private agreements to implement TIMS and the additional PDP components, including
cost savings and treeceleration of the project time line, (iv) and any issues associated with the
operation of the publiprivate partnership.

SECTION 6A.5.(e) In addition to the oversight provided by the Oversight
Committee established in subsection (c) of this sectlw®, TIMS project shall be subject to
existing Information Technology project oversight legislation and the TIMS project
management shall comply with all statutory requirements and other requirements established
by the State Chief Information Officer and tbdfice of State Budget and Management for
information technology projects. The State Chief Information Officer and the Office of State
Budget and Management shall immediately report any failure to do so to the Joint Legislative
Oversight Committee on Infmation Technology, the Chairs of the House of Representatives
and Senate Committees on Appropriations, and the Fiscal Research Division.

SECTION 6A.5.(f) Section 6.20 of S.L. 2008951, as rewritten by Section 2.3 of
S.L. 2010123, is repealed.

INFORMATI ON TECHNOLOGY PERSONAL SERVICES CONTRACT
REQUIREMENTS

SECTION 6A.6.(a) Effective for the 2012013 fiscal biennium, and

notwithstanding any provision of law to the contrary:

1 No contract for information technology personal services, or providing
persomel to perform information technology functions, may be established
or renewed without the express written approval of the Statewide
Information Technology Procurement Office.

(2) Before any State agency, department, or institution may renew a contract
postion for information technology personnel, the State agency must report
to the Statewide Information Technology Procurement Office, the Office of
State Budget and Management, the Office of State Personnel, the Office of
Information Technology Services, dmo the Fiscal Research Division. The
report shall explain:

a. The proposed duration of the contract position. If the contract is for
more than 12 months, why recruitment of a State employee is not
feasible.

b. Whether the contract position requires umicgkills for which the
State has a shettrm need.

C. Whether the position is required for a specific information

technology project and if the position will be terminated upon
completion of the project.

d. The specific work products and completion tinme$ for the contract
position.

(3)  All contract positions requiring information technology skills are subject to
the provisions of this section. The Office of State Budget and Management
may immediately terminate the funding for any information technology
contractor position that is filled without following defined procedures.

(4)  All information technology personnel contracts shall be competitive and
shall be subject to competition each time they expire. Exceptions must be
approved by the Office of Inforation Technology Services, the Office of
State Personnel, and the Office of State Budget and Management. Approved
exceptions must immediately be reported to the Fiscal Research.
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(5)  Agencies shall make every effort to convert SAP and Curam contractors
supprting permanent requirements to State employees. Beginning October
1, 2011, agencies shall submit written quarterly reports to the Joint
Legislative Oversight Committee on Information Technology and the Fiscal
Research Division documenting their progress converting these
contractors to State employment.

Contract positions subject to this section shall be reviewed and approved by the
Statewide Information Technology Procurement Office and shall be entered into the project
portfolio management tool.

The Satewide Information Technology Procurement Office shall determine the
market rate for the type of contract required, as well as to determine the comparable cost for a
State employee. Agencies may not exceed the market rate determined by the Statewide
Information Technology Procurement Office. After the Statewide Information Technology
Procurement Office provides cost data, the Office of State Budget and Management must
approve funding for the position.

SECTION 6A.6.(b) Whenever a State agency, departmemnt, institution
determines that only a contractor can fill a position and the position is required to perform an
ongoing function within the agency, the head of the State agency must develop and implement
a plan to hire or train a qualified State employ@éll the position within 12 months. Within
60 days of hiring the contractor, this plan shall be forwarded to the Office of State Budget and
Management, the Office of State Personnel, the Office of Information Technology Services,
and the Fiscal Resedr®Division.

SECTION 6A.6.(c) Beginning August 1, 2011, and monthly thereafter, each State
agency, department, and institution employing information technology personal services
contractors, or contract personnel performing information technology funcsioals provide a
detailed report on those contracts to the Office of State Budget and Management, the Office of
State Personnel, the Office of Information Technology Services, the Joint Legislative Oversight
Committee on Information Technology, and thesdai Research Division of the General
Assembly. Each State agency's report shall include at least the following:

Q) For each contracted information technology position:

a. The title of the position, a brief synopsis of the essential functions of
the posiion, and how long the position has existed.

b. The name of the individual filling the position and the vendor
company, if any, that regularly employs that individual.

C. The type of contract, start date, and termination date.

d. The length of time that ¢hindividual filling the contracted position
has been employed by the State as a contractor in any position.

e. The contracted position salary or hourly rate, the number of hours per
year, and the total annualized cost of the contracted position.

f. The s#ary and benefits cost for a State employee performing the
same function.

g. The purchase order number for the position.

h. Whether the position can be converted to a State employee position.

This determination will be certified by the State Information
Technology Purchasing Office.

I. When the agency anticipates converting the position to a State
employee.

(2)  The total annual cost for information technology contractors and the total

annual salary and benefits cost for filling the contract positions wite S
employees.

(3) A determination of whether the information technology functions performed

by the contractor can be performed by State employees.

(4) Al information required by this subsection related to information

technology contractors regardlessloé contracting source.

SECTION 6A.6.(d) Each State agency shall provide a detailed explanation of any
differences between the agency report required by subsection (b) of this section and the
Information Technology Expenditures Report published annumsllyhe Office of the State
Controller. This report of differences shall be due 30 days after the publication of the Office of
the State Controller's report and shall be submitted to the Office of State Budget and
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Management, the Fiscal Research Divisiang the Joint Legislative Oversight Committee on
Information Technology.

SECTION 6A.6.(e) This section does not apply to The University of North
Carolina and its constituent institutions.

STATE INFORMATION TE CHNOLOGY CONSOLIDATI ON

SECTION 6A.7.(a) By November 1, 2011, the State Chief Information Officer
(State CIO), in conjunction with the Office of State Budget and Management (OSBM), shall
develop a detailed plan for consolidating the information technology infrastructure and
applications of all State gancies, departments, and institutions in the executive branch.
Information technology infrastructure includes personal computers, hosting and network
environments, the help desk, call centers, and information technology security. Applications
include enteprise software, olemand software, and customized software. At a minimum, the
consolidation plan shall include the following:

(2) Defined targets and priorities with a detailed time line for the

implementation of consolidation.

(2)  The costs of consolitian by fiscal year and by agency.

(3) The anticipated savings to result from consolidation and a time line for

actual achievement of those savings.

(4)  Technical, policy, or other issues associated with achieving a timely and

effective consolidation.

(5) A process to transfer all information technology hardware and software

funding to the Office of the State CIO.

(6) Creation of a project management organization to manage all information

technology projects.

(7 Review of agency, Office of Information Tewtlogy Services, and Office of

the State CIO to identify redundant personnel positions.

When setting consolidation targets, the State CIO shall give high priority to
infrastructure issues that pose significant risk to agency operations or data, thae provid
opportunities for immediate cost savings, and where a statewide approach would minimize
disruption of services. In carrying out the consolidation, the Office of Information Technology
Services shall utilize the authority set out in G.&7-33.83.

SECTION 6A.7.(b) Beginning July 1, 2011, the State CIO shall plan and
implement an enterprise level grants management system. Similar systems currently under
development may be suspended by the State CIO with funding reprogrammed to support
development of thergerprise level grants management system.

In coordination with the State CIO, the Department of Health and Human Services
shall develop a plan to implement a single case management system throughout that
Department, beginning in the 202P13 fiscal yearand shall report to the Joint Legislative
Oversight Committee on Information Technology by February 1, 2012, on its initiatives to
implement the system. The report shall include a detailed time line for completion and an
explanation of the costs associavgth case management consolidation.

SECTION 6A.7.(c) Beginning September 1, 2011, and quarterly thereafter, the
Office of State Budget and Management, in conjunction with the State CIO, shall provide
written reports to the Joint Legislative Commission @avernmental Operations, the Joint
Legislative Oversight Committee on Information Technology, and the Fiscal Research Division
relating to State information technology consolidation.

ITS/INTERNAL SERVICE FUND RATE ESTABLISHM ENT/CASH MANAGEMENT

SECTION 6A.8.(a) For each year of the 202013 fiscal biennium, receipts for
the Information Technology Internal Service Fund shall not exceed one hundred ninety million
dollars ($190,000,000), excluding a-88y balance for contingencies. Rates established by the
Office of State Budget and Management (OSBM) to support the IT Internal Service Fund shall
be based on this required fund limit. Established rates shall be adjusted within 30 days in the
event the fund exceeds the prescribed limit. In the event thateease in receipts for the IT
Internal Service Fund is required, the Office of Information Technology Services may
implement the increase after consultation with the Joint Legislative Commission on
Governmental Operations.
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SECTION 6A.8.(b) Rates shall bset to support a specific service for which an
agency is being charged. Overhead charges to agencies must be consistently applied and must
not exceed industry standards. Rate increases shall require approval of the OSBM. Rate
reductions shall be immedely implemented following notification of the OSBM.

SECTION 6A.8.(c) Beginning October 1, 2011, the State Chief Information
Officer shall submit a quarterly report to the Joint Legislative Commission on Governmental
Operations and the Fiscal Research &on on collections for, expenditures from, and the
balance of the IT Internal Service Fund. The report shall include all expenditures made from
the fund to support the Office of Information Technology Services and the activities of the
State Chief Inforration Officer.

INFORMATION TECHNOLO GY PRIVATIZATION

SECTION 6A.9.(a) Any privatization of any grouping of information technology
services, or "towers," identified in the Infrastructure Study and Assessment (INSA) shall
require prior approval from the Geral Assembly. Funding to support any outsourcing of any
of these towers shall be specifically appropriated by the General Assembly for that purpose, to
include any use of Information Technology Internal Service Fund receipts.

SECTION 6A.9.(b) Before prvatizing any major information technology function
during the 20112013 fiscal biennium, the State Chief Information Officer shall do all of the
following:

(2) Develop a detailed plan for implementing any privatization initiative to

include the following:

a. A governance and accountability structure for the privatization effort.

b. Detailed time line with milestones.

C. Any costs necessary to accomplish outsourcing with funding sources
identified.

d. Estimated monthly cost for each participating agencyhieffirst five
years of privatization.

e. Risks associated with privatization, measures being taken to mitigate
those risks, and any costs associated with the mitigation measures.

f. Any security issues associated with outsourcing each application
impactedby the outsourcing, with a detailed plan to mitigate those
issues.

g. A list of State employees to be terminated with information on their

job description and how long they have been employed by the State,
a schedule of when the terminations are to octlwe, cost of
terminating each employee, and plans to assist each terminated
employee.
The State Chief Information Officer shall consult the Joint Legislative
Commission on Governmental Operations and report to the Joint Legislative
Oversight Committee onnformation Technology on the completed plan
prior to any implementation of privatization.

(2) Have a detailed plan in place, to include associated costs and sources of
funding, to return the function to State control in the event privatization fails
to provide anticipated cost-savings or required service levels.

3) Privatize only those individual functions where verifiable market data shows
that privatization will result in cost-savings to the State and there is no data
identifying alternatives that genégagreater savings, ensuring that agencies
receive at a minimum the same level of service and functionality as the level
prior to privatization.

4) Document and certify any anticipated savings resulting from privatization by
individual function.

(5) Ensue full disclosure of any privatization decisions that combine multiple
services or towers into a single contract, including the costs associated with
each specific service or tower included in the contract.

(6) Ensure that any changes are made acrossithie executive branch.

(7) Consult the Joint Legislative Commission on Governmental Operations and
report to the Joint Legislative Oversight Committee on Information
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Technology regarding the plan for funding any requirements formerly
covered by the recepfrom the privatized function.

SECTION 6A.9.(c) After privatizing any major information technology function,

the State Chief Information Officer shall do all of the following:

(2) Report quarterly on the results of the privatization, including a deétaile
comparison of projected savings to actual cost, data on whether or not the
vendor is meeting service level agreements, and an explanation of the
reasons for any deficiency or difference.

(2) Immediately notify the Joint Legislative Commission on Govenmmale
Operations of any outsourcing effort that does not meet projected savings or
required service levels for two quarters in a row or during any two quarters
of a fiscal year, and develop a corrective action plan.

(3) Terminate any contract where privaion fails to achieve projected savings
or meet service levels over a period of 12 months.

STATE PORTAL IMPLEME NTATION AND OPERATIO N

SECTION 6A.10(a) The Department of Administration may implement and
operate a statewide electronic enterprise portaidease the convenience of members of the
public in conducting online transactions with, and obtaining information from, State
government and to facilitate their interactions and communications with government agencies.
The portal shall be hosted on t&tanformation technology infrastructure.

SECTION 6A.10(b) Prior to any development or implementation of a State portal,
the Department of Administration shall provide all of the following to the General Assembly:

(1) A detailed plan for development aimdplementation of the portal, to include

a list of applications being considered for implementation during the

20112013 and 2012015 biennia, including:

a. A description of how the portal is to be implemented, to include the
use of outside vendors, witldetailed information on their
participation and the potential cost to the State, businesses, and
anyone doing business with the State.

b. A list of potential services and a time line for implementing each
service.
C. Detailed information on the anticipatembst of ownership of the

portal and any services proposed for implementation during the
period, to include the amount of any payments received by vendors
supporting the project.

(2) A funding model for the implementation that does not increase the cost of
services for anyone doing business with the State or reduce the receipts or
other funding currently available to State agencies or included in
appropriations for the 2012013 biennium.

3) If the portal is outsourced, a detailed, fully executable plamtian portal
operations to the State, with associated costs.

4) Identification of internal resources that could potentially be used to develop
and implement a State portal.

SECTION 6A.10.(c) All portal services requiring fees shall be approved by the

General Assembly, and all funding for the portal, to include fees, shall be appropriated by the
General Assembly. Any fees or other charges collected under this section for the State portal
or any supporting functions shall be:

(1)  Subject to approval byne General Assembly.

(2)  Deposited in the General Fund, or in the Highway Fund for fees collected
from the Department of Transportation.

The portal shall not increase fees or impose a new fee for services already provided online
or through any automated aes.

SECTION 6A.10.(d) Participation by State agencies in the portal shall be

voluntary.

SECTION 6A.10.(e) There shall be a convenient, free alternative for any online

service provided.

SECTION 6A.10.(f) The State portal project shall meet all requiretador project

management established by the State Chief Information Officer. Nothing in this section shall
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exempt the State portal project from the laws governing State information technology and
purchasing.

SECTION 6A.10.(g9) Notwithstanding G.S1142.3, the Department of
Administration shall engage the services of private counsel with the pertinent information
technology and computer law expertise to negotiate and review contracts associated with the
State portal.

SECTION 6A.10.(h) Each quarter, begning October 1, 2011, the Department of
Administration shall provide detailed information to the Chairs of the House of Representatives
Committee on Appropriations and the House of Representatives Subcommittee on General
Government, the Chairs of the Sema€Committee on Appropriations and the Senate
Appropriations Committee on General Government and Information Technology, the Joint
Legislative Oversight Committee on Information Technology, the Fiscal Research Division,
and the Office of State Budget and hdgement on the total amount of each fee and any other
charge collected by the vendor for each service provided, the amount of funding collected by
the State for each service and for each participating agency, and any other costs associated with
operatingthe portal.

SECTION 6A.10.() Committee Establishedi There is established in the
Department of Administration the Portal Project Review Committee, which shall review
services and applications proposed for inclusion in the State portal.

SECTION 6A.10.()) Membershipi The Committee shall be composed of seven
members as follows:

(1) Two members appointed by the Governor.

(2) Two members appointed by General Assembly, as recommended by the

Speaker of the House of Representatives.
(3) Two members appointday the General Assembly, as recommended by the
President Pro Tempore of the Senate.

(4) The State Controller shall be designated as the Chair.

SECTION 6A.10.(k) Vacanciesi Any vacancy on the Committee shall be filled
by the appointing authority.

SECTION 6A.10.(I) Expenses of Member$. Members of the Committee shall
receive per diem, subsistence, and travel allowances in accordance witl2@33l, 1385, or
1386, as appropriate.

SECTION 6A.10.(m) Staff.i Adequate staff shall be provided to the Coittee
by the Department of Administration.

SECTION 6A.10(n) Cooperation.i The Committee may call upon any
department, agency, institution, or officer of the State or any political subdivision thereof for
facilities, data, or other assistance.

SECTION 6A.10.(0) Meeting Location.i The Committee shall hold public
meetings at various locations around the State for each proposed service or application to allow
interested parties and participating agencies to comment on proposed services in order to
promote greater public participation in its deliberations. The Department of Administration
shall grant adequate meeting space to the Committee in the State Administration Building or
other State office facility as needed.

SECTION 6A.10.(p) Approval Authority.i The Committee shall have approval
authority for services and applications not requiring a fee or imposing any cost on any State or
local agency or anyone doing business with the State. For services or applications supported by
fees, the Committee shall k& recommendations to the next regular session of the General
Assembly on the feasibility of developing and implementing these services or applications.

TRANSFER CRIMINAL JU STICE INFORMATION NE TWORK TO THE OFFICE OF
THE STATE CHIEF INFO RMATION OFFICER
SECTION 6A.11.(a) The Criminal Justice Information Network (CJIN), as
provided in Article 69 of Chapter 143 of the General Statutes, is hereby transferred to the
Office of the State Chief Information Officer. The transfer shall have all the elements of a
Type Il transfer, as defined in G.B13A-6.
SECTION 6A.11.(b) G.S.143-661(a) reads as rewritten:
"(@) The Criminal Justice Information Network Governing Board is established within
the Bepartment-of Crime—Control-andPublic-SateBffice of the State Cbi Information
Officer to operate the State's Criminal Justice Information Network, the purpose of which shall
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be to provide the governmental and technical information systems infrastructure necessary for
accomplishing State and local governmental puldifety and justice functions in the most
effective manner by appropriately and efficiently sharing criminal justice and juvenile justice
information among law enforcement, judicial, and corrections agencies. The Board is
established within thBepartment-oErime-Control-and-Rublic-Safe@Qffice of the State Chief
Information Officer for organizational and budgetary purposes only and the Board shall
exercise all of its statutory powers in this Article independent of control bipepertment-of
Crime-Contrdand-Public SafetPffice of the State Chief Information Officér.
SECTION 6A.11.(c) G.S.143-664(b) reads as rewritten:

"(b) Pending—permanentstaffing,—the Departmé&he staff of the Criminal Justice
Information Networkshall provide the Board withrpfessional and clericataff-supportand
any addltlonal support the Board needs to fulf|II its mandate Bdead-may-meetinan-area

et oard's staff shall use

space prowded by tt@ep&tment()fflce of the State Chlef Informatlon Officer.

INTEGRATED BUDGET IN FORMATION SYSTEM

SECTION 6A.12.(a) The Office of State Budget and Management (OSBM) shall
create a detailed, comprehensive plan for the development and implementation of the
Integated Budget Information System (IBIS). By August 1, 2011, the IBIS plan shall be
submitted to the Joint Legislative Oversight Committee on Information Technology and the
Fiscal Research Division. The plan must include at least the following:

(1) A detailed description of the system with a list of the functions.

(2) A projected time line for completion with detailed milestones.

(3) Total cost of the project, including five years of operations and maintenance

costs.

4) Projected costs for the project eanbnth, including how the funding is to
be spent.

5) Funds identified to support the project from its inception, with the amounts
and sources of funding.

(6) Personnel involved in the project, their position and responsibilities, their
gualifications, theamount of time each devotes to the project, and their cost,
including both State employees and contract personnel.

(7) Number and cost of personnel required to operate the system after its
completion.

(8)  Total number of hours required to complete thequj
Outside vendors supporting the project, their functions, and their total cost.

(10) Implementation plan, to include a time line for fielding it to participating
agencies.

(11) A training plan with a time line.

(12) Any risks to the project, with strategy to mitigate those risks.

SECTION 6A.12.(b) Beginning August 1, 2011, on the first day of each month,
the Office of State Budget and Management shall report to the Joint Legislative Oversight
Committee on Information Technology and the Fiscalelesh Division on the status of IBIS.
The monthly reports shall be signed by the project sponsor, who shall verify in writing that the
information contained in the report is current, complete, and accurate. The monthly report shall
include the following:

(2) Project status, to include any issues identified by the Enterprise Project

Management Office.

(2) Comparison of project status to the time line, with an explanation of any
differences.

3) Detailed descriptions of milestones to be completed that mamththe
following month.

(4)  Any changes in project cost.

(5)  Actual expenditures to date and during that month.

(6)  Any variances from projected expenditures and the reasons for the variance.

(7)  Any potential funding shortfalls and their impact.

(8)  Totd hours worked each month and cumulative total hours.

(9)  Any variance between projected and actual hours and the reason.
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(10) Any issues identified during the month, with a corrective action plan and a

time line for resolving them.

(11) Impact of any isses identified on the project schedule.

(12) Impact of any issues identified on project cost.

(13) Any changes to the project.

(14) Any change requests submitted to project vendors and their cost.

SECTION 6A.12.(c) The State Chief Information Officer shalinmediately
suspend the project if OSBM fails to provide a monthly report required by subsection (b) of this
section in a timely manner until such time as the report is submitted.

SECTION 6A.12.(d) If OSBM fails to submit reports to the Enterprise Prbjec
Management Office for inclusion in the project portfolio management tool on time, the State
CIO shall immediately suspend the project until the information is completed in the tool.

USE OF MOBILE ELECTR ONIC COMMUNICATIONS DEVICES

SECTION 6A.14.(a) Evely executive branch agency within State government shall
develop a policy tdimit the issuanceand use of mobile electronic devicesthe minimum
required to carry out the agency's missidy September 1, 2011, each agency shall provide a
copy of its pdicy to the Chairs of the Appropriations Committee and the Appropriations
Subcommittee on General Government of the House of Representatives, the Chairs of the
Appropriations/Base Budget Committee and the Appropriations Committee on General
Government andnformation Technology of the Senate, the Chairs of the Joint Legislative
Oversight Committee on Information Technology, the Fiscal Research Division, and the Office
of State Budget and Management.

Stateissued mobile electronic devices shall be used daty State business.
Agencies shall limit the issuance of cell phones, smart phones, and any other mobile electronic
devices to employees for whom access to a mobile electronic device is a critical requirement
for job performance. The device issued andplla@ selected shall be the minimum required to
support the employees' work requirements. This shall include considering the use of pagers in
lieu of a more sophisticated device. The requirement for each mobile electronic device issued
shall be documentechia written justification that shall be maintained by the agency and
reviewed annually. All State agency heads, in consultation with the Office of Information
Technology Services and the Office of State Budget and Management, shall document and
review all authorized cell phone, smart phone, and other mobile electronic communications
device procurement, and related phone, data, Internet, and other usage plans for and by their
employees. Agencies shall conduct periodic audits of mobile device usage tothac@tate
employees and contractors are complying with agency policies and State requirements for their
use.

Beginning October 1, 2011, each agency shall report quarterly to the Chairs of the
House of Representatives Committee on Appropriations and thiseHof Representatives
Subcommittee on General Government, the Chairs of the Senate Committee on Appropriations
and the Senate Appropriations Committee on General Government and Information
Technology, the Joint Legislative Oversight Committee on Infoonafiechnology, the Fiscal
Research Division, and the Office of State Budget and Management on the following:

(1) Any changes to agency policies on the use of mobile devices.

(2)  The number and types of new devices issued since the last report.

(3) The totAnumber of mobile devices issued by the agency.

(4)  The total cost of mobile devices issued by the agency.

(5)  The number of each type of mobile device issued, with the total cost for each

type.

SECTION 6A.14.(b) This section does not apply to the legisle branch or the
judicial branch of State government.

USE OF DMV INSPECTION PROGRAM ACCOUNT FUND
SECTION 6A.15. G.S.20-183.7(d) reads as rewritten:

"(d) Inspection Program Account. The Inspection Program Account is created as a
nonreverting accountithin the Highway Fund. The Division shall administer the Account.
Revenue in the Account may be used only to fund the vehicle inspection and maintenance
pregrarmprogram and to fund replacement of the State Titling and Registration Systéheand
State Aitomated Driver License Systém.
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STATEWIDE INFORMATIO N TECHNOLOGY PROCURE MENT

SECTION 6A.16. Statewide Information Technology Procurement shall be funded
through fees charged to agencies using Statewide Information Technology Procurement
services. The flice of the State Chief Information Officer shall provide a fee schedule to
allow cost recovery to the Office of State Budget and Management.

If agencies fail to pay for services within 30 days of billing, the Office of State
Budget and Management shalinisfer the unpaid amount to the State Information Technology
Procurement Office.

REPLACEMENT OF THE STATE TITLING AND REG ISTRATION SYSTEM
(STARS) AND THE STATE AUTOMATED DRIVER L ICENSE SYSTEM (SADLYS)

SECTION 6A.17.(a) The Department of Transportation viion of Motor
Vehicles shall begin the replacement of the State Titling and Registration System (STARS) and
the State Automated Driver License System (SADLS). By October 1, 2011, the Department
shall develop a plan and associated time line for accompdisthe replacement of both
systems. The Department shall determine the cost for the replacement of each system and then
develop a strategy for funding each. This strategy may include, but is not limited to, funding
from statutory sources and bulk dé&&s. Priority for replacement and for funding shall be to
STARS, but the Department may make the decision to concurrently initiate the replacements if
sufficient funding can be identified to cover the costs for both during the time frames for each.
By October 1, 2011, the Department shall provide the plan and funding strategy to the Joint
Legislative Oversight Committee on Information Technology, the Joint Legislative
Transportation Oversight Committee, and the Fiscal Research Division.

SECTION 6A.17.(b) Beginning October 1, 2011, and quarterly thereafter until the
systems replacement projects are complete, the Department shall report to the Joint Legislative
Oversight Committee on Information Technology, the Joint Legislative Transportation
Oversight Conmittee, and the Fiscal Research Division on the status of the systems
replacement. The report shall include the following for each replacement project:

(2) Current status of the replacement projects.

(2)  Any changes in the scope of either project and@ated change requests.

(3)  Any changes in cost for each project.

(4) Changes in status since the previous report.

(5) Costs during the previous quarter.

(6) Funding sources and uses during the previous quarter.

(7)  Anticipated funding and expenditures dpyarter for the next two years.

(8)  Any issues associated with the system development and identified solutions.

SECTION 6A.17.(c) The Office of the State Chief Information Officer (SCIO) and
the Office of Information Technology Services (ITS) shall emghat the Department receives
all required support and that the replacements are not delayed as a result of any action on the
part of either office. Requirements for project review and approval shall be expedited. If the
Department does not receive @aj approvals within two weeks after submitting required data,
approval shall be automatic. If the SCIO or ITS determines it is necessary to delay or suspend
the project based on technical or funding issues, either office may request committee review as
defined in G.S147-33.72D. This review must be completed within five days.

ENTERPRISE ELECTRONI C FORMS AND DIGITAL SIGNATURES

SECTION 6A.18.(a) Under the direction of the State Controller, the State shall
plan, develop, and implement a coordinated @nisx electronic forms and digital signatures
capability. In developing this capability, the State Controller shall determine the cost of
converting forms to an electronic format, determine priorities for converting forms, and
establish milestones for cotefing this conversion.

The State Controller shall integrate executive branch agencies already in the process
of developing electronic forms and digital signatures projects. Before beginning this effort, the
State Controller shall determine specific agen@quirements and incorporate their
requirements into its planning efforts.

SECTION 6A.18.(b) Beginning October 1, 2011, the State Controller shall present
guarterly reports on the status of the project to the Joint Legislative Oversight Committee on
Information Technology.
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EVALUATION OF STATE INFORMATION TECHNOLO GY OPERATIONS

SECTION 6A.19.(a) The General Assembly shall conduct a detailed,
comprehensive evaluation of information technology operations, infrastructure, systems,
ongoing projects, and apgpétions within State government. This evaluation shall include, but
is not limited to, the following:

(2) Documentation of the information technology organization and function

within State government and individual agencies.

(2) Development of a completaventory of information technology assets and

resources within the State.

(3) Documentation and review of agencies' information technology operations.

4) Documentation of actual agency information technology costs.

(5) Identification and documentation dhe costs associated with specific

information technology projects and support.

(6) Identification and documentation of funding sources.

(7) Identification and documentation of common requirements for information

technology infrastructure, systems, prégeor applications.

The General Assembly may enter into any contracts necessary to facilitate
completion of this evaluation.

SECTION 6A.19.(b) The chairs of the Appropriations Committee of the House of
Representatives and the Appropriations/Base Budgeindttee of the Senate shall establish a
project team to develop an evaluation plan/methodology and manage tteeddgyoperation
of the evaluation.

SECTION 6A.19.(c) The project team shall develop a detailed schedule prior to
the initiation of the evalation. The schedule shall provide for the evaluation to be conducted in
phases. The initial phase shall include all agencies within the executive branch, both Cabinet
and Council of State agencies. The scope of subsequent phases shall be deternmeed by t
project team during or immediately following the initial phase.

SECTION 6A.19.(d) Agencies shall provide all requested support for evaluation
requirements and deliver accurate, complete, and timely data as required to facilitate the
evaluation. The amncy head shall verify, in writing, the accuracy, completeness, and
timeliness of the data. If any support or data provided by an agency does not meet study
standards, the agency's information technology functions shall automatically be subject to a
continuation review the next fiscal year.

In instances where an immediate change may create opportunities for savings or
efficiencies are identified, the project team may recommend implementation of the change
prior to completion of the evaluation.

SECTION 6A.19.(e) The General Assembly shall establish an advisory committee
that includes business and information technology subject matter experts to provide advice and
assistance during the evaluation. The State Controller shall serve as Chairman of the
committee.

The President Pro Tempore of the Senate shall appoint five members to the advisory
committee, to include an executive from an information technology company, an executive
from a Cabinet agency, a Council of State agency Chief Information Officer, aeCalgency
Chief Financial Officer, and a representative from the Office of Information Technology
Services. The Speaker of the House of Representatives shall appoint five members, to include
an executive with a private industry management consulting bawkd, an executive from a
Council of State agency, a Cabinet agency Chief Information Officer, a Council of State agency
Chief Financial Officer, and a representative from the Office of State Budget and Management.

Staff to the committee shall be providey the General Assembly and shall include
analysts and attorneys with a thorough knowledge of information technology operations within
the State.

SECTION 6A.19.(f) The Joint Legislative Oversight Committee on Information
Technology shall monitor the pyeess of the evaluation.

Beginning October 1, 2011, the project team shall provide quarterly reports to the
chairs of the Appropriations Committee of the House of Representatives and the
Appropriations/Base Budget Committee of the Senate, the chairs afothe Legislative
Oversight Committee on Information Technology, and the Fiscal Research Division.
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SECTION 6A.19.(g) Of the funds appropriated to the General Assembly in Section
2.1 of this act, the sum of two million dollars ($2,000,000) for the ZWP fiscal year and
the sum of three million dollars ($3,000,000) for the 2@023 fiscal year shall be used to
implement this section.

COMPREHENSIVE ENTERP RISE-LEVEL DATA INTEGRATI ON CAPABILITY

SECTION 6A.20.(a) The Office of the State Controller (OS€hall continue the
development of a comprehensive enterplésel data integration capability, providing broad
access to and analysis of information across State government. As part of this development
effort, by October 1, 2011, OSC shall update the BEA Strategic Plan for Data Integration
and shall provide the updated plan to the Joint Legislative Commission on Governmental
Operations, the Joint Legislative Oversight Committee on Information Technology, and the
Fiscal Research Division of the Genefalsembly. The priority of effort for data integration
shall be the Criminal Justice Law Enforcement Automated Data System (CJLEADS).

The strategic plan shall comply with all necessary security measures and restrictions
to ensure that access to any spedififormation held confidential under federal or State law
shall be limited to appropriate and authorized persons. OSC shall also develop, document, and
enforce security requirements for data integration initiatives, to include establishing and
monitoringsecurity standards for vendors supporting development and implementation efforts.

SECTION 6A.20.(b) There is created a Data Integration Steering Committee that
shall have responsibility for overseeing all data integration efforts in the State. Thist@@mm
shall assume all of the BEACON Project Steering Committee roles and responsibilities for
oversight of data integration projects. This Committee shall be chaired by the State Controller
and shall include the following six voting members:

(1) One membr appointed by the Governor with an information technology

background and experience.

(2) One member appointed by the Governor with a background in law
enforcement.

(3) One member appointed by the President Pro Tempore of the Senate with a
background in gvernment accounting.

(4)  One member appointed by the President Pro Tempore of the Senate with
government operations experience.

(5) One member appointed by the Speaker of the House of Representatives with
a background in information technology.

(6) One menber appointed by the Speaker of the House of Representatives with
a background in business management.

Members shall not have any association with potential vendors.

The Director of the Office of State Budget and Management, the State Chief
Information Oficer, the State Treasurer, and the State Auditor shall serve as advisory
members.

The Committee shall be housed in and supported by the Office of the State
Controller.

SECTION 6A.20.(c) As part of the State's continuing effort to develop a
comprehensiventerprisdevel data integration capability, the Office of the State Controller
shall develop an enterprise process to detect fraud, waste, and improper payments across State
agencies. State agencies shall fully support and participate in OSC's effokdselop an
automated fraud detection system.

In support of the automated fraud detection effort, the OSC shall:

(2) Develop a detailed lonatange plan to implement an automated fraud

detection system within State agencies.

(2) Determine costs, to includeendor costs, for the effort for five years,
beginning July 1, 2011.

(3) Coordinate with State agencies to determine interest in participating in the
project and to identify potential applications that can be included in an initial
request for proposal.

(4 Establish priorities for developing and implementing potential applications.

5) Evaluate savings resulting from each effort.

(6) Coordinate efforts with the State's data integration vendor to begin the
implementation process.
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(7) Establish a pilot to lign the implementation process and to identify and
resolve issues associated with expansion of the initiative.

(8) Coordinate with participating agencies to ensure that each has the resources
and processes necessary to follow up on incidents of fraudfieerty the
vendor.

(9) Provide recommendations to the Joint Legislative Commission on
Governmental Operations, the Joint Legislative Oversight Committee on
Information Technology, and the Fiscal Research Division of the General
Assembly on potential fute initiatives and the cost and savings associated
with each.

SECTION 6A.20.(d) Beginning October 1, 2011, the OSC shall provide quarterly
reports to the chairs of the Appropriations Committee of the House of Representatives and the
Appropriations/Base Blget Committee of the Senate, the Joint Legislative Oversight
Committee on Information Technology, and the Fiscal Research Division of the General
Assembly. These reports shall include the following:

(2) Incidents, types, and amounts of fraud identiftedagency.

(2)  The amount actually recovered as a result of fraud identification, by agency.

(3)  Agency procedural changes resulting from fraud identification and the time
line for implementing each.

4) State costs for fraud detection for the previoustgua

(5) Payments to the vendor for the previous quarter.

(6)  Anticipated costs and vendor payments for each of the next two years from
the date of the report.

SECTION 6A.20.(e) The Office of the State Controller is authorized to enter into

an enterpriseautomated fraud detection contract for eight million dollars ($8,000,000) for a
two-year contract period and shall limit payments to the following payment schedule:

(1) December 201i1$1,000,000.

(2)  July 2012 $3,000,000.

(3) December 201i263,000,000.

(4)  June 201B$1,000,000.

To maximize cost reductions and savings, the Office of the State Controller shall enter into the
agreement no later than September 1, 200d ensure this is a PublRrivate Partnership, the
Office of the State Controller shall emsuthat the chosen vendor shall contribute resources
valued at least five million dollars ($5,000,000) during each of fiscal year2014 and fiscal

year 20122013 for the project's success.

SECTION 6A.20.(f) Of the funds appropriated from the Generanhé to the
Office of the State Controller, the sum of one million five hundred thousand dollars
($1,500,000) for the 2012012 fiscal year and the sum of seven million five hundred thousand
dollars ($7,500,000) for the 20:PD13 fiscal year shall be used support the enterprise
process to detect fraud, waste, and improper payments across State agencies in each year of the
biennium. Of these funds, five hundred thousand dollars ($500,000) each year shall be used by
the Office of the State Controller to fagut the initiative. The remainder may be used to fund
payments to the vendor.

PART VII. PUBLIC SCH OOLS

EDUCATION REFORM IN NORTH CAROLINA
SECTION 7.1.(a) It is a priority of the General Assembly that high school
graduates enter the workforce or higlelucation fully prepared. To implement this priority,
the Joint Education Oversight Committee shall study (i) literacy and (ii) ways to reduce the
need for remedial or developmental education in the State's higher education institutions so that
students ad the State do not pay repeatedly for the same education. The Committee shall
report to the 2012 Regular Session of the 2011 General Assembly with a comprehensive plan,
including implementation dates and schedules, that addresses the following items:
(2) Implementation of a third grade literacy policy, including the advisability of
a program for third grade reading specialists modeled on Florida's reading
specialist program.
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(2)  Ways to hold high schools accountable for the higher education performance
of their students, including requiring funding for developmental education to
come from high schools.

(3) The most coseffective way to provide remedial education in higher
education, including funding summer term developmental courses at
community collegesbased on successful course completions, focusing
remediation at the community colleges, and redirecting university
appropriations for remedial education to the community colleges.

SECTION 7.1.(b) In all cases, any program implemented needs to be strdctare

that ongoing, evaluable performance and outcome data is available.

SECTION 7.1.(c) Funds appropriated to implement this section may be used by

the Committee to hire one or more external consultants to complete these studies.

CAREER AND COLLEGE P ROMISE

SECTION 7.1A.(a) The State Board of Education and the North Carolina
Community College System shall establish the Career and College Promise program. The
purpose of Career and College Promise isfter structured opportunities for qualified high
sdhool students to dually enroll in community college courses that provide pathways consistent
with subsection (b) of this section that lead to a certificate, diploma, or degree as well as
provide entrylevel jobs skills. Academic credits earned through @aeand College Promise
shall enable students who continue into postsecondary education after graduating from high
school to complete a postsecondary credential in less time than would normally be required. All
existing high school transition programs, umihg Huskins, Concurrent Enrollment,
Cooperative and Innovative High Schools, Learn and Earn, and Learn and Earn Online shall be
consolidated and replaced by Career and College Promise.

SECTION 7.1A.(b) North Carolina community colleges, subject to apptdy the

State Board of Community Colleges, may offer the following Career and College pathways
aligned with the K12 curriculum and career and college ready standards adopted by the State
Board of Education:

(1) A Career Technical Education Pathway,dieg to a certificate or diploma
aligned with one or more high school Tech Prep Career Clusters.

(2) A College Transfer Pathway, leading to a college transfer certificate
requiring the successful completion of eight college transfer courses,
including Engish and mathematics.

(3) A cooperative nnovative high schools prograapproved under Part 9 of
Article 16 of Chapter 115C of the General Statutes

SECTION 7.1A.(c) Constituent institutions of The University of North Carolina

System, subject to approvay the Board of Governors of The University of North Carolina,
may offer as a Career and College pathwagoaperative nnovative high schools program
approved under Part 9 of Article 16 of Chapter 115C of the General Stafbtepathway

must align with he K-12 curriculum and career and college ready standards adopted by the
State Board of Education.

SECTION 7.1A.(d) The North Carolina Community College System and the
Department of Public Instruction shall jointly develop and implement a program aduibtynta
plan to evaluate shetérm and longerm outcomes for Career and College Promise. Outcomes
to be measured shall include the following items:

(2) The impact of dual enrollment on high school completion.

(2) The academic achievement and performarfcgually enrolled high school
students.

(3) The number of students who successfully complete college certificates while
dually enrolled.

(4)  The impact of dual enrollment and certificate completion on enroliment in
college.

(5) The persistence and comptgtirates of students who continue into college
programs after high school graduation.

(6) The academic achievement and performance of students who continue into
colleges programafter high school graduation.

SECTION 7.1A.(d1) Community colleges shall gerate budget FTE for

instruction provided through Career and College Promise.
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SECTION 7.1A.(e) The Community Colleges System Office shall report to the

Joint Education Oversight Committee or, if the General Assembly is in session, to the House

and Senat&ducation Committees no later than February 1 regarding the number and cost of

high school FTE served as a result of the Career and College Promise program created by this
section.

SECTION 7.1A.(f) G.S.115D-1.1 and G.S115D-1.2 are repealed.

SECTION 7.1A.(g) G.S.115D-41 reads as rewritten:

"8 115D41. Restrictions on contracts with local school administrative units; use of
community college facilities by public school students pursuant to cooperative
programs.

(a8 Community college contracts withdal school administrative units shall not be

used by these agencies to supplant funding for a public school high school teacher providing

courses offered pursuant to GI135D-20(4) who is already employed by the local school

admlnlstratlve umt Hewever—t—a—community—college—eentracts—with—a—teeal—sehool

; i i ' se, the
s s } ement in this
e j } ifteen

Is. no event shaII a communlty college contract with a
local school administrative unit to provide high school level courses.
e. "
SECTION 7.1A.(h) G.S.115D-20 reads as rewritten:

"8 115D20. Powers and duties of trustees.

The trustees of each institution shall constitute the local administrative board of such
institution, with such powers and duties as are provided in this Chapter and ategetedl to

it by the State Board of Community Colleges. The powers and duties of trustees shall include

the following:

(4) To apply the standards and requirements for admission and graduation of
students and other standards established by the Statd 8o&ommunity
Colleges. Provided,—notwithstandidptwithstanding any law or
admlnlstratlve ruIe to the contrar}ee&l—aelmmtstratwe—beatds—&nd—lecal

community colleges are permitteddfier the foIIowint;procrams

a. Subject to the approval of the State Board of Community Colleges,
local community collegesmay collaborate with local school
administrative units to offer courses through the following programs:
1. Cooperative innovative high school programs awiged by

Part 9 ofArticle 16 of Chapter 115C of the General Statutes.

2. Academic transition pathways for qualified high school
students that lead to a career technical educagdificate or
diploma
College transfer certificatesrequiring the sucessful
completion of eight college transfer courses, including
English and mathematics.

b. During the summer quarter, persons less than 16 years old may be
permitted to take noncredit courses on a-seffporting basis, subject
to rules of the State Boardf Community CollegesPFeweleeI

h

C. High school students may be permitted to take noncredit courses in

safe driving on a seupporting basis during the academic year or

the summer.

|0

ée. "

SECTION 7.1A.(I) The North Carolina Community debe System, University of
North Carolina General Administration, and the North Carolina Independent Colleges and
Universities shall develop a plan for articulation of a college transfer certificate to all UNC
institutions and participating independentlegés and universities. North Carolina Independent
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Colleges and Universities, Inc., shall also be included in the development of the plan if it
chooses to participate. College transfer certificates shall require the successful completion of
eight collegeransfer courses, including English and mathematics, and will be available to high
school students under this section, as well as community college students.

SECTION 7.1A.(J) Part 9 of Article 16 of Chapter 115C of the General Statutes
reads as rewritten:

"Part 9. Cooperative Innovative High School Programs.

"8 115G238.50. Purpose.

(&) The purpose of this Part is to authorize local boards of education to jointly establish
with one or more boards of trustees cooperative innovative programs in high sahdols
colleges or universities that will expand students' opportunities for educational success through
high quality instructional programming. These cooperative innovative high school programs
shalltargettarget any of the following groups:

(2) High schoolstudents who are at risk of dropping out of school before
attaining a high schodiplema;-ediploma.

(2) High school students with parents who did not continue education beyond
high school.

&2)(3) High school students who would benefit from accelerateddemic
instruction.

(b)  All the cooperative innovative high school programs established under this Part
shall:

1) Enable students to concurrently obtain a high school diploma and begin or
complete an associate degree program, master a certificate dionaka
program, or earn up to two years of college credit within five years.

(la) Prepare students adequately for future learning in the workforce or in an
|nst|tut|on of higher educatlon

2

3

(4) Encouragé the cooperative or shared use of resources, personnel, and
facilities between publlc schools and colleges or unlversmes or both.

5)

(6) Emphasize parental mvolvement and provmtensstent counsellng,
advising, and parent conferencing so that parents and students can make
responsible decisions regarding course taking and can track the students'
academlc progress and success.

(11) Develop methods for early identification of potential participating students
in the middle grades and through higtheelschool and provide dreach to
those students to promote academic preparation and awareness of the
cooperative innovative high school programs.

Page36 House Bill 200 H200-PCS30343_Exf-14



OCO~NOUITRAWNE

General Assembly Of North Carolina Session 2011

Students are eligible to attend these programs as early as ninth grade.
"8 115G238.50A. Definitions.
The following definitions apply in this Part:

(2) Constituent institution. i A constituent institution as defined in
G.S.1162(4).

(2) Education partnei. An education partner as provided in GL$5G238.52.

(3) Governing boardi The State Board of Education, tigiate Board of
Community Colleges, the Board of Governors of The University of North
Carolina, or the Board of the North Carolina Independent Colleges and
Universities.

4) Local board of trustees. The board of trustees of a community college,
constituat institution of The University of North Carolina, or private
college located in North Carolina.

(5) Cooperative innovative high school A high school that meets the
following criteria:

a. It has no more than 100 students per grade level.

b. It partnerswith an instituion of higher education to enable students
to concurrently obtain a high school diploma and begin or complete
an_associate degree program, master a certificate or vocational
program, or earn up to two years of college credit within fisrge
It is located on the campus of the instntof higher educatio,
unless thegoverning boardspecifically waives the requirement
through adoption of a formal resolution.

"8 115G238.51. Application process.
(a8 Alocal board of education andlatst one local board of trustees shall jointly apply
to establish a cooperative innovative high school program under this Part.
e
(e) No additional State funds shall be provided to approved programs unless
appropriated by the General Assembly.
e
"8 115G238.54. Funds for programs.
(@  The Department of Public Instruction shall assign a school code for each program

that |s approved under tfﬂ?&ﬁ—w&h—ﬂw—e*eepﬂen—e#ﬂamaa#ea#ee#&e&demy—epemﬂng as

1o

assignedto-that schoolcod®art. NotW|thstand|ng G. 8115C 105 25, oncéuﬂds—ape—assigned
to-that- school-ceddhe program has been assigned a school ckbldaelocal board of education

may use these funds for the program and may transfer these funds between funding allotment
categories.
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h ool shall

SECTION 7.1A.(k) Cooperative innovative high schools approved by the State
Board of Education prior to Bul, 2011, shall meet the requirements of GEG238.50A(5)
as enacted by subsection (j) of this section no later than July 1, 2014. Any cooperative
innovative high school which fails to meet the requirements by that date shall no longer be
authorizedas a cooperative innovative high school.

SECTION 7.1A.() Subsection (e) of this section takes effect January 1, 2013, and
is repealed effective June 30, 2015. The remainder of this section becomes effective January 1,
2012.

CLASS SIZE REDUCTION FOR GRADES 1-3

SECTION 7.1B. The General Assembly finds that educational research has shown
that small classes of 15 or fewer students result in marked improvement in learning in grades
1-3, as measured by standardized tests in reading and mathematics, #usatitages gained
from being in small classes have been shown to have a lasting benefit into the later years of
students' lives, and that these studies have shown that small classes have a particularly
beneficial effect on the academic achievement of oidrom disadvantaged backgrounds.
The General Assembly further finds that larger class sizes allow less time to develop
relationships with students, colleagues, and parents, and prevent the implementation of new and
more dynamic and individualized teaayistrategies and techniques. Therefore, it is the intent
of the General Assembly to reduce class size in grades 1 through 3 to a class size allotment not
exceeding 1:15 as funds become available.

FUNDS FOR CHILDREN WITH DISABILITIES

SECTION 7.2. The Stée Board of Education shall allocate additional funds for
children with disabilities on the basis of three thousand five hundred digatgollars and
eighty-eight cents ($3,585.88) per child. Each local school administrative unit shall receive
funds forthe lesser of (i) all children who are identified as children with disabilities or (ii)
twelve and fivetenths percent (12.5%) of its 262012 allocated average daily membership in
the local school administrative unit. The dollar amounts allocated uhdersection for
children with disabilities shall also adjust in accordance with legislative salary increments,
retirement rate adjustments, and health benefit adjustments for personnel who serve children
with disabilities.

FUNDS FOR ACADEMICAL LY GIFTED C HILDREN

SECTION 7.3. The State Board of Education shall allocate additional funds for
academically or intellectually gifted children on the basis of one thousand one hundred
ninety-two dollars and ninety cents ($1,192.90) per child for fiscal year-2012 and one
thousand one hundred nindtyo dollars and ninety cents ($1,192.90) per child for fiscal year
20122013. A local school administrative unit shall receive funds for a maximum of four
percent (4%) of its 2022012 allocated average daily membgrshegardless of the number of
children identified as academically or intellectually gifted in the unit. The dollar amounts
allocated under this section for academically or intellectually gifted children shall also adjust in
accordance with legislative lagy increments, retirement rate adjustments, and health benefit
adjustments for personnel who serve academically or intellectually gifted children.

USE OF SUPPLEMENTAL FUNDING IN LOW -WEALTH COUNTIES

SECTION 7.4.(a) Use of Funds for Supplemental FundiigAll funds received
pursuant to this section shall be used only (i) to provide instructional positions, instructional
support positions, teacher assistant positions, clerical positions, school computer technicians,
instructional supplies and equipmentafé development, and textbooks and (ii) for salary
supplements for instructional personnel and instructional support personnel. Local boards of
education are encouraged to use at least twlergypercent (25%) of the funds received
pursuant to this seci to improve the academic performance of children who are performing
at Level | or Il on either reading or mathematics-efidgrade tests in grades83and children
who are performing at Level | or Il in grades 4 and 7.
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SECTION 7.4.(b) Definitions.i As used in this section, the following definitions

apply:
1)

(2)

3)

(4)

(5)

(6)

(7)

(8)

"Anticipated county property tax revenue availability" means the

county-adjusted property tax base multiplied by the effective State average

tax rate.

"Anticipated total county revenue availbyi' means the sum of the

following:

a. Anticipated county property tax revenue availability.

b. Local sales and use taxes received by the county that are levied under
Chapter 1096 of the 1967 Session Laws or under Subchapter VIII of
Chapter 105 of the Geral Statutes.

C. Sales tax hold harmless reimbursement received by the county under
G.S.105521.
d. Fines and forfeitures deposited in the county school fund for the most

recent year for which data are available.
"Anticipated total county revenue alability per student” means the
anticipated total county revenue availability for the county divided by the
average daily membership of the county.
"Anticipated State average revenue availability per student” means the sum
of all anticipated total amty revenue availability divided by the average
daily membership for the State.
"Average daily membership" means average daily membership as defined in
the North Carolina Public Schools Allotment Policy Manual, adopted by the
State Board of Educatioff a county contains only part of a local school
administrative unit, the average daily membership of that county includes all
students who reside within the county and attend that local school
administrative unit.
"County-adjusted property tax basstiall be computed as follows:
a. Subtract the presenise value of agricultural land, horticultural land,
and forestland in the county, as defined in G®&277.2, from the
total assessed real property valuation of the county.
b. Adjust the resulting ammt by multiplying by a weighted average of
the three most recent annual sales assessment ratio studies.

C. Add to the resulting amount the following:
1. Presertuse value of agricultural land, horticultural land, and
forestland, as defined in G.805-277.2.
2. Value of property of public service companies, determined in
accordance with Article 23 of Chapter 105 of the General
Statutes.
3. Personal property value for the county.

"County-adjusted property tax base per square mile" means the
county-adjuged property tax base divided by the number of square miles of
land area in the county.

"County wealth as a percentage of State average wealth" shall be computed

as follows:

a. Compute the percentage that the county per capita income is of the
State pe capita income and weight the resulting percentage by a
factor of fivetenths.

b. Compute the percentage that the anticipated total county revenue
availability per student is of the anticipated State average revenue
availability per student and weight theesulting percentage by a
factor of fourtenths.

C. Compute the percentage that the cotadjusted property tax base
per square mile is of the Steddjusted property tax base per square
mile and weight the resulting percentage by a factor oftenth.

d. Add the three weighted percentages to derive the county wealth as a
percentage of the State average wealth.
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(9)  "Effective county tax rate" means the actual county tax rate multiplied by a
weighted average of the three most recent annual sales asdesstioen
studies.

(10) "Effective State average tax rate" means the average of effective county tax
rates for all counties.

(11) "Local current expense funds" means the most recent county current expense
appropriations to public schools, as reported byllboards of education in
the audit report filed with the Secretary of the Local Government
Commission pursuant to G.515G447.

(12) "Per capita income" means the average for the most recent three years for
which data are available of the per capita ineoatcording to the most
recent report of the United States Department of Commerce, Bureau of
Economic Analysis, including any reported modifications for prior years as
outlined in the most recent report.

(13) "Sales assessment ratio studies" means salesssasent ratio studies
performed by the Department of Revenue under 305289(h).

(14) "State average current expense appropriations per student” means the most
recent State total of county current expense appropriations to public schools,
as reported Y local boards of education in the audit report filed with the
Secretary of the Local Government Commission pursuant tolG5&:447.

(15) "State average adjusted property tax base per square mile" means the sum of
the countyadjusted property tax baseserfall counties divided by the
number of square miles of land area in the State.

(16) "Supplant” means to decrease local per student current expense
appropriations from one fiscal year to the next fiscal year.

(17) "Weighted average of the three most récannual sales assessment ratio
studies" means the weighted average of the three most recent annual sales
assessment ratio studies in the most recent years for which county current
expense appropriations and adjusted property tax valuations are avéilable.
real property in a county has been revalued one year prior to the most recent
sales assessment ratio study, a weighted average of the two most recent sales
assessment ratios shall be used. If property has been revalued the year of the
most recent salesssessment ratio study, the sales assessment ratio for the
year of revaluation shall be used.

SECTION 7.4.(c) Eligibility for Funds.i Except as provided in subsection (g) of

this section, the State Board of Education shall allocate these funds to &bawail s
administrative units located in whole or in part in counties in which the county wealth as a
percentage of the State average wealth is less than one hundred percent (100%).

SECTION 7.4.(d) Allocation of Fundsi Except as provided in subsection ¢f)

this section, the amount received per average daily membership for a county shall be the
difference between the State average current expense appropriations per student and the current
expense appropriations per student that the county could provigie thig county's wealth and

an average effort to fund public schools. (To derive the current expense appropriations per
student that the county could be able to provide given the county's wealth and an average effort
to fund public schools, multiply the coty's wealth as a percentage of State average wealth by
the State average current expense appropriations per student.) The funds for the local school
administrative units located in whole or in part in the county shall be allocated to each local
school adrmistrative unit located in whole or in part in the county based on the average daily
membership of the county's students in the school units. If the funds appropriated for
supplemental funding are not adequate to fund the formula fully, each local school
administrative unit shall receive a pro rata share of the funds appropriated for supplemental
funding.

SECTION 7.4.(e) Formula for Distribution of Supplemental Funding Pursuant to

This Section Only.i The formula in this section is solely a basis for ribstion of
supplemental funding for lowvealth counties and is not intended to reflect any measure of the
adequacy of the educational program or funding for public schools. The formula is also not
intended to reflect any commitment by the General Asserttblgppropriate any additional
supplemental funds for lowealth counties.
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SECTION 7.4.(f) Minimum Effort Required.l Counties that had effective tax
rates in the 1998997 fiscal year that were above the State average effective tax rate but that
had effetive rates below the State average in the 1B®98 fiscal year or thereafter shall
receive reduced funding under this section. This reduction in funding shall be determined by
subtracting the amount that the county would have received pursuant to Seatfi¢y) of
Chapter 507 of the 1995 Session Laws from the amount that the county would have received if
qualified for full funding and multiplying the difference by ten percent (10%). This method of
calculating reduced funding shall apply one time onlyisTihethod of calculating reduced
funding shall not apply in cases in which the effective tax rate fell below the statewide average
effective tax rate as a result of a reduction in the actual property tax rate. In these cases, the
minimum effort required sdll be calculated in accordance with Section 17.1(g) of Chapter 507
of the 1995 Session Laws. If the county documents that it has increased the per student
appropriation to the school current expense fund in the current fiscal year, the State Board of
Eduation shall include this additional per pupil appropriation when calculating minimum
effort pursuant to Section 17.1(g) of Chapter 507 of the 1995 Session Laws.

SECTION 7.4.(g) Nonsupplant Requiremerit. A county in which a local school
administrative urtireceives funds under this section shall use the funds to supplement local
current expense funds and shall not supplant local current expense funds. For t2813)11
fiscal biennium, the State Board of Education shall not allocate funds under this $eciio
county found to have used these funds to supplant local per student current expense funds. The
State Board of Education shall make a finding that a county has used these funds to supplant
local current expense funds in the prior year, or the ygawlich the most recent data are
available, if the following apply:

(1) The current expense appropriation per student of the county for the current
year is less than ninefive percent (95%) of the average of the local current
expense appropriations péudent for the three prior fiscal years; and

(2) The county cannot show (i) that it has remedied the deficiency in funding or
(i) that extraordinary circumstances caused the county to supplant local
current expense funds with funds allocated under tle§ose The State
Board of Education shall adopt rules to implement this section.

SECTION 7.4.(h) Reportsi The State Board of Education shall report to the Joint
Legislative Education Oversight Committee prior to May 1, 2012, if it determines thateunti
have supplanted funds.

SECTION 7.4.(i) Department of Revenue ReporisThe Department of Revenue
shall provide to the Department of Public Instruction a preliminary report for the current fiscal
year of the assessed value of the property tax bassabbr county prior to March 1 of each
year and a final report prior to May 1 of each year. The reports shall include for each county the
annual sales assessment ratio and the taxable values of (i) total real property, (ii) the portion of
total real propertyepresented by the preserse value of agricultural land, horticultural land,
and forestland, as defined in G185277.2, (iii) property of public service companies
determined in accordance with Article 23 of Chapter 105 of the General Statutesy)and (i
personal property.

LITIGATION RESERVE F UNDS

SECTION 7.5. The State Board of Education may expend up to five hundred
thousand dollars ($500,000) each year for the ZIP and 2012013 fiscal years from
unexpended funds for certified employees' sadao pay expenses related to litigation.

UNIFORM EDUCATION RE PORTING SYSTEM (UERS) FUNDS

SECTION 7.6.(a) Funds appropriated for the Uniform Education Reporting
System shall not revert at the end of the 22Q01 fiscal year.

SECTION 7.6.(b) This sectn becomes effective June 30, 2011.

FOCUSED EDUCATION REFORM PROGRAM FUNDS DO NOT REVERT

SECTION 7.7.(a) Funds appropriated for the Focused Education Reform Pilot
Program that are unexpended and unencumbered at the end of tH202Q1fscal year shall
not revert but shall remain available for expenditure for that purpose through the@m1
fiscal year.

SECTION 7.7.(b) This section becomes effective June 30, 2011.
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DISADVANTAGED STUDEN T SUPPLEMENTAL FUNDI NG (DSSF)

SECTION 7.8.(a) Funds appropriatedor disadvantaged student supplemental
funding shall be used, consistent with the policies and procedures adopted by the State Board of
Education, only to:

(2) Provide instructional positions or instructional support positions and/or

professional developmeg

(2) Provide intensive wschool and/or afteschool remediation;

(3) Purchase diagnostic software and prograsesitoring tools; and

4) Provide funds for teacher bonuses and supplements. The State Board of

Education shall set a maximum percentagédeffunds that may be used for
this purpose.
The State Board of Education may require districts receiving funding under the
Disadvantaged Student Supplemental Fund to purchase the Education Value Added
Assessment System in order to provideda@pth analysiof student performance and help
identify strategies for improving student achievemdihis data shall be used exclusively for
instructional and curriculum decisions made in the best interest of children and for professional
development for their teacheand administrators.
SECTION 7.8.(b) Funds appropriated to a local school administrative unit for
disadvantaged student supplemental funding shall be allotted based on (i) the local school
administrative unit's eligible DSSF population and (i) the defee between a
teachetto-student ratio of 1:21 and the following teachestudent ratios:
(2) For counties with wealth greater than ninety percent (90%) of the statewide
average, a ratio of 1:19.9.

(2) For counties with wealth not less than eighty per¢80%) and not greater
than ninety percent (90%) of the statewide average, a ratio of 1:19.4.

3) For counties with wealth less than eighty percent (80%) of the statewide
average, a ratio of 1:19.1.

(4) For LEAs receiving DSSF funds in 20@B06, a ratiof 1:16. These LEAs

shall receive no less than the DSSF amount allotted in-2008.
For the purpose of this subsection, wealth shall be calculated under theeédihn
supplemental formula.

SECTION 7.8.(c) If a local school administrative unit's wealtitreases to a level
that adversely affects the unit's DSSF allotment ratio, the DSSF allotment for that unit shall be
maintained at the prior year level for one additional fiscal year.

TUITION CHARGE FOR G OVERNOR'S SCHOOL
SECTION 7.9. G.S.115G12(36)reads as rewritten:
"(36) Duty to Charge Tuition for the Governor's School of North Carolinghe
State Board of Educatioshal-may implement a five-hundreddolar
{$500-00)tuition charge for students attending the Governor's School of
North CareliraCarolina to cover the costs of the Schbol.

SCHOOL CONNECTIVITY INITIATIVE FUNDS
SECTION 7.10.(a) Section 7.9(b) of S.L. 20181 reads as rewritten:

"SECTION 7.9.(b) Up to three hundred fifty thousand dollars ($350,000) of the funds for
the School Conndwity Initiative may be used fo
20102011 fiscal yeaby the Office of the Governor for education innovation and the education
E-learning portal. These funds may be used to provide services to coordileztaieg
adivities across all education agencies and to support the operating efghmiag portal.”

SECTION 7.10.(b) Section 7.6(a) of S.L. 200807, as rewritten by Section
7.12(b) of S.L. 2009151, reads as rewritten:

"SECTION 7.6.(a) Up tothree hundred thusand dollars ($300,000) may be transferred
annually through June 32013,2011,to the Friday Institute at North Carolina State University
to evaluate the effectiveness of using technology and its impact®o@ettury Teaching and
Learning outcomes gpoved by the State Board of Education. The Friday Institute shall report
annually to the State Board of Education on the evaluation results."

SMALL SCHOOL SYSTEM SUPPLEMENTAL FUNDING
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SECTION 7.12.(a) Eligibility. 7 All county school administrative unitsith an
average daily membership less than the maximum small school system average daily
membership shall be eligible for small school system supplemental funding. For th20A@11
and 20122013 fiscal years, the maximum small school system averagendathbership shall
be 3,200 students.

SECTION 7.12.(b) Allotment.i Each eligible county school administrative unit
shall receive a dollar allotment equal to the product of the following:

(1) A per student funding factor, equal to the product of thewiatig:

a. One, minus the local school administrative unit's average daily
membership divided by the maximum small school system average
daily membership.

b. The maximum small school system dollars per student.
(2)  The average daily membership of the eligilsbunty school administrative
unit.

For the 20142012 and 2012013 fiscal years, the maximum small school system
dollars per student shall be two thousand dollars ($2,000).

SECTION 7.12.(c) PhaseOut Provisionsi

(2) If a local school administrativentt becomes ineligible for funding under
this formula, funding for that unit shall be phased out over ayiear
period. Funding for such local administrative units shall be reduced in equal
increments in each of the five years after the local administratnit
becomes ineligible. Funding shall be eliminated in the fifth fiscal year after
the local administrative unit becomes ineligible.

(2)  Allotments for eligible local school administrative units shall not be reduced
by more than twenty percent (20%)any fiscal year.

ELIMINATION OF REPOR TING REQUIREMENTS
SECTION 7.13.(a) G.S.115G12(25) reads as rewritten:
"8 115G12. Powers and duties of the Board generally.

The general supervision and administration of the free public school system shalielde ves
in the State Board of Education. The State Board of Education shall establish policy for the
system of free public schools, subject to laws enacted by the General Assembly. The powers
and duties of the State Board of Education are defined as follows:

e
(25) Duty to Report to Joint Legislative Education Oversight Committéépon
the request of the Joint Legislative Education Oversight Committee, the
State Board shall examine and evaluate issues, programs, policies, and fiscal
information, and shall mak reports to that Committee. Furthermore,
beginning October 15, 1997, and annually thereafter, the State Board shall
submit reports to that Committee regarding the continued implementation of
Chapter 716 of the 1995 Session Laws, 1996 Regular Sessionrdpach
shall include information regarding the composition and activity of
assistance teams, schools that received incentive awards, schools identified
as Iowperformlng, seheel—mp%e%me#ﬁ—plans—teww—te—agnmeantly
ersonel actions taken in lowperforming
schools, and recommendations for additional legislation to improve student
performance and increase local flexibility."
SECTION 7.13.(b) G.S.115G47(38) is repealed.
SECTION 7.13.(c) G.S.115G84.2(a)(1) reads as rewan:
"(1) (See notesA minimum of 180 days and 1,000 hours of instruction covering
at least nine calendar months. The local board shall designate when the 180
instructional days shall occur. The number of instructional hours in an
instructional day mayary according to local board policy and does not have
to be uniform among the schools |n the admlnlstratlve uuua&al—be&mls
. sarying
ameun%s—ef—mstmeﬂen&l—ﬂmef school |s closed early dum mclement
weather, the day and the scheduled amount of instructional hours may count
towards the required minimum to the extent allowed by State Board policy.
The school calendar shall include a plan for making up days and
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instructional hours missed wheschools are not opened due to inclement
weather."

SECTION 7.13.(d) G.S.115G84.2(a)(5) reads as rewritten:

"(5) The remaining days scheduled by the local board in consultation with each
school's principal for use as teacher workdays, additional itisinat days,

or other Iavvful purposesBefeFe—eensmmg—mm—the—leeal—leeaFd—each

Days may be scheduled andhr]med for dlfferent purposes for different
personnel and there is no requirement to schedule the same dates for all
personnel. In order to make up days for school closing because of inclement
weather, the local board may designate any of the days isulbhiBvision as
additional makeup days to be scheduled after the last day of student
attendance."

SECTION 7.13.(e) G.S.115G98(b2) reads as rewritten:
"(b2) Local boards of educatianay:
&

&)

Seleetmay select procure, and use textbooks that have mearbadopted by
the State Board of Education for use throughout the local school
admlnlstratlve unit for selected grade levels aedpses—amburses

urses.

All textbook contracts made under this subsection shall include a clause granting to the
local board of education the license to produce braillgelarint, and audiocassette tape copies
of the textbooks for use in the local school administrative unit."
SECTION 7.13.(f) G.S.115G105.20(b)(5) is repealed.
SECTION 7.13.(g) G.S.115G105.25 reads as rewritten:
"8 115G105.25. Budget flexibility.

é
(b)

Page44

Subject to the following limitations, local boards of education may transfer and may
approve transfers of funds between funding allotment categories:

(1)

(2)

(8)

In—accordance—with—a—school—improvement—plan—aeecepted— under
G- S A15G105-27-State funds allocatedor teacher assistants may be
transferred only for personnel (i) to serve students only in kindergarten
through third gradesr—(ii) to serve students primarily in kindergarten
through third grade when the personnel are assigned to an elementary school
to serve the wholschoolseheel—Funds-allocatedfor-teacher-assistants may
be—tlcecns#e#ed—te—lcedeee—elass—snzem)_to reduce the studetgacher ratio

in kindergarten through third grade so long as the affected teacher assistant
positions are nofill-ed—when—the—plan—is—amended—or—approved-by the

implementedfilled. Any State funds appropriated faacher assistants that
were converted to certificated teachers before July 1, 1995, in accordance
with Section 1 of Chapter 986 of the 1991 Session Laws, as rewritten by
Chapter 103 of the 1993 Session Laws, may continue to be used for
certificated teachsr

i under

State funds allocated for classroom

materials/instructional supplles/equment may be transferred only for the
purchase otextbeeks:(irtextbooks.State funds allated for textbooks
may be transferred only for the purchase of instructional supplies,
instructional equipment, or other classroenaterials;—and—(Hnaterials.
State funds allocated for noninstructional support personnel may be
transferred only for teael positions.

Funds allocated for academically or intellectually gifted students may be
used only (i) for academically or intellectually gifted students; (i) to
implement the plan developed under @A$G150.7; or (iii) in accordance
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with an accefed school improvement plan, for any purpose so long as that
school demonstrates it is providing appropriate services to academically or
intellectually gifted students assigned to that school in accordance with the
local plan developed under GR5G1507.

e. "
SECTION 7.13.(h) G.S.115G105.26 reads as rewritten:
"8 115CG105.26. Waivers of State laws, rules, or policies.

(@ W
G%%%—Z—?—iee&lmcal boards of education shaII submﬁquests for waivers of State
laws, rules, or policies to the State Board of Education. A request for a waiver shall (i) identify
the school making the request, (ii) identify the State laws, rules, or policies that inhibit the
school's ability to improve stlent performance, (iii) set out with specificity the circumstances
under which the waiver may be used, and (iv) explain how the requested waiver will permit the
school to improve student performance. Except as provided in subsection (c) of this dextion, t
State Board shall grant waivers only for the specific schools for which they are requested and
shall be used only under the specific circumstances for which they are requested.

(b)  When-—requested-as—part-of-a-school-improvement—planThieeState Boardof
Education may grant waivers of:

(2) State laws pertaining to class size and teacher certification; and

(2) State rules and policies, except those pertaining to public school State salary
schedules and employee benefits for school employees, the tiostalic
program that must be offered under the Basic Education Program, the system
of employment for public school teachers and administrators set out in
G.S.115G287.1 and G.S115G325, health and safety codes, compulsory
attendance, the minimum lengtle$ the school day and year, and the

) Uniform Education Reporting System.

e. "

SECTION 7.13.() G.S.115G105.27 is repealed.

SECTION 7.13.(j) G.S.115G105.30 is repealed.

SECTION 7.13.(k) G.S.115G105.31(b)(3) is repealed.

SECTION 7.13.(l) G.S.115G105.32 is repealed.

SECTION 7.13.(m) G.S.115G105.33 reads as rewritten:

"8 115G105.33. Safe and orderly schools.

A scheekimprovement-team-eiparent organization at a school may ask the local board of
education to provide assistance in promoting atoreng safety and an orderly learning
environment at a school. Tiseheolmprovementteam-parent organization shall file a copy
of this request with the State Board. If the local board fails to provide adequate assistance to the
school, then theeched-improvementteam-gparent organization may ask the State Board to
prowde an assistance team to the school.

The State Board may provide an assistance team, established undet5&:$05.38, to a
school in order to promote or restore safety and arrlgridarning environment at that school
if one of the following applies:

(1) The local board of education or superintendent requests that the State Board
provide an assistance team to a school and the State Board determines that
the school needs assistance

(2)  The State Board determines within 10 days after its receipt of the request for
assistance from achool-improvementteam—qurarent organization of a
school that the school needs assistance and that the local board has failed to
provide adequate astsce to that school.

If an assistance team is assigned to a school under this section, the team shall spend a
sufficient amount of time at the school to assess the problems at the school, assist school
personnel with resolving those problems, and work withool personnel and others to develop
a longterm plan for restoring and maintaining safety and an orderly learning environment at
the school. The assistance team also shall make recommendations to the local board of
education and the superintendentamtions the board and the superintendent should consider
taking to resolve problems at the school. These recommendations shall be in writing and are
public records. If an assistance team is assigned to a school under this section, the powers given
to the Sate Board and the assistance team underXd585105.38 and G.S115G105.39 shall
apply as if the school had been identified as-p@sorming under this Article."
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SECTION 7.13.(n) G.S.115G105.37A(a) reads as rewritten:
"(@) Definition of ContinuallyLow-Performing Schoold. A continually lowperforming
school is a school that has received Statsdated assistance and has been designated by the
State Board as low performing for at least two of three consecutive -Yfetws-State Board

2 ih
SECTION 7 13 (o) G. S 115C 105 38(b)(6) reads as rewrltten
"(6) Report, as appropriate, to the local board of education, the community, and
the State Board on the school's progréﬁsan—as&stanee—team—dete#mnes
nder

plan-and-direct-the-school-to-revise-these-pertions.
SECTION 7.13.(p) G.S.115G105.47(b)(13) is repealed.
SECTION 7.13.(q) G.S.115G174.12(a)(3) reads as rewritten:
"(3) No school shall participate in more than two field tests at any one grade level

during a school yeaentess—that—seheet—\@enteetas—threeg—\mte—et—tts
testswnhout the approval of the prlncuoal of the sch'OoI

SECTION 7.13.(r) G.S.115G238.31(a) reads as rewritten:
"(@) Local school administrative units are encoado implement extended services
programs that will expand students' opportunities for educational success througadligh
mtegrated access to mstructlonal programmlng durlng nonschool—h@nmdeel—semees

G%G%%—Z—? CaIendar aIternatlves mclude but are not I|m|ted to a:tteool hours,
beforeschool hours, evening school, Saturday school summer school, ambtylerarschool
Instructional prograaming may mclude but is not limited to, tutoring, direct instruction,
enrichment activities, study skills, and reinforcement projects.”
SECTION 7.13.(s) G.S.115G288(h) reads as rewritten:
"(h) To Make Available Scho@udgets-and-SchoeHmprovementi$.Budgetsi The
principal shall maintain a copy of the school's curitesdiget-and-schoel-improvement-plan,
ndgetand shall allow parents of children in the school
and other interested persons to review and olstach documents in accordance with Chapter
132 of the General Statutes."
SECTION 7.13.(t) G.S.115G288(l) is repealed.
SECTION 7.13.(u) G.S.143B-146.6(b)(6) reads as rewritten:
"(6) Report, as appropriate, to the Secretary, the State Board, and ¢hés ar
the schools progresst;t—an—asslsta%e—team—detemunes—that—an—aeeepted

revise-thesepeortiofs.

SECTION 7.13.(v) G.S.143B-146.12 is repealed.

SECTION 7.13.(w) G.S.115G47(32a) reads as rewritten:

"(32a) To Establish Alternative Learning Programs and Develop Policies and
Guidelines.i Each local board of education shall establish at least one
alternative learning program and shall adopt guidelines for assigning
students to alternative learning programs. These guidelines shall include (i) a
description of the programs and servicedbéoprovided, (i) a process for
ensuring that an assignment is appropriate for the student and that the
student's parents are involved in the decision, and (iii) strategies for
providing alternative learning programs, when feasible and appropriate, for
students who are subject to long term suspension or expulsion. In developing
these guidelines, local boards shall consider the State Board's standards

developed under G.315G12(24). YUpen—adeption—oet—pelicies—and
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The General Assembly urges local boards to adopt policies that prohibit
superintendents from assigning to any alternative learning program any
professionabublic school employee who has received within the last three
years a rating on a formal evaluation that is less than above standard.

Notwithstanding this subdivision, each local board shall adopt policies
based on the State Board's standards developesr @.$.115G12(24).
These policies shall apply to any new alternative learning program or
alternative school that is implemented beginning with the 200 school
year. Local boards of education are encouraged to apply these standards to
alternative lemning programs and alternative schools implemented before
the 20062007 school year.

Local boards shall assess on a regular basis whether the unit's alternative
schools and alternative learning programs comply with the State Board's
standards developed wdG.S.115G12(24) and whether they incorporate
best practices for improving student academic performance and reducing
disruptive behavior, are staffed with professional public school employees
who are well trained and provided with appropriate staff lbgweent, are
organized to provide coordinated services, and provide students with high
quality and rigorous academic instruction."

SECTION 7.13.(x) G.S.115G105.27(b)(2) reads as rewritten:
"(2) Shall mclude a plan to address school safety and dlsemm\sems—m

oncernS‘
SECTION 7.13.(y) G.S.115G105.46 reads as rewritten:
"8 115G105.46. State Board of Education responsibilities.
In order to |mplement this Articlehe State Board of Educatlon

4

(5)  Shall adopt policies that define who is asigk student.”
SECTION 7.13.(z) G.S.115G105.47 is repealed.
SECTION 7.13.(aa) G.S.115G102.6C is repealed.
SECTION 7.13.(bb) G.S.115G102.6D(d) is repealed.
SECTION 7.13.(cc) G.S.115G102.7 reads as rewritten:
"8 115G102.7. Monitoring and evaluation of State and local school system technology
plans; reports.
(@) The Department of Public Instruction shall monitor and evaluate the development
and implementation of the Staseelocal-school-system-technoelogy—platechnology plan.
The evaluation shall consider the effects of technology on student learning, the effects of
technology on students' workforce readiness, the effects of technology on teacher productivity,
and the caseffectiveness of the technology.
(al) Repealed by Session Laws 1989, s. 15(k).
(b) Repealed by Session Laws 26081, s. 7.31, effective July 1, 2009.
()
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ecommended plan
0 helr plans.
SECTION 7 13 (dd) Sectlon 7. 61(b) of S L. 2092576 as rewrtten by Section
7.22(d) of S.L. 201481, is repealed.

SECTION 7.13.(ee)G.S.115G105.41 is repealed.

SECTION 7.13.(ff) The State Board of Education shall not require more than five
semester hours or seven and -ba#é units of renewal credits in order tenew a North
Carolina Standard Professional 2 professional educator's license.

SCHOOL BUILDING ADMI NISTRATION

SECTION 7.14.(a) A school with less than 100 students in final average daily
membership is not entitled to 12 months of employment for aipahc

SECTION 7.14.(b) Local school administrative units may transfer funds for school
building administration for any purpose, not otherwise prohibited by the State Board of
Education's ABC transfer policy, by submitting an ABC Transfer Form to the Degar of
Public Instruction. For funds related to principal positions, the salary transferred shall be based
on the first step of the principal Il salary schedule. For funds related to assistant principal
months of employment, the salary transferred dbalbased on the first step of the assistant
principal salary schedule. No local school administrative unit shall convert certified position
allotments to dollars in order to hire the same type of position.

SECTION 7.14.(c) Subsection (a) of this secti@pplies only to schools created
after July 1, 2011.

TRANSFER OF FEDERAL AGRICULTURAL EDUCATI ON FUNDS

SECTION 7.15. The Agricultural Education Program in the Department of
Agricultural and Extension Education at North Carolina State University shallogetize
secondary agricultural education curricula. The Program shall recommend the curricula and
corresponding assessment instruments to the State Board of Education, which shall adopt the
curricula for inclusion in the Standard Course of Study. Thisaula shall include as part of
its core content the Future Farmers of America (FFA) student youth organization and the
Supervised Agricultural Experience learning program.

Effective with the 2011 federal grant, the State Board of Education shall transfer
prorated share of funds from all federal Career and Technical Education funds available for
Statelevel usage to the Agricultural Education and FFA Program housed in the Department of
Agricultural and Extensioiducationat North Carolina State Univetgi The transfer of funds
shall be a percentage of the total based upon the gratizsl@plicated agricultural education
enrollment as compared to the total career and technical education grdBeduplicated
enrollment. These funds shall be used tgsupthe secondary Agricultural Education Program
Statelevel administration, leadership, curriculum and professional development, operations,
innovations and expansions, and the FFA and the Supervised Agricultural Education learning
program

ELIMINATION OF TEACHERS FOR GEOGRAPHICALLY ISOLATED SCHOOLS
SECTION 7.16. Section 7.26 of S.L. 200951 is repealed.

SCHOOL CALENDAR PILO T PROGRAM

SECTION 7.17. The State Board of Education shall establish a school calendar
pilot program in the Wilkes County Schepthe Montgomery County Schools, and the Stanly
County Schools. The purpose of the pilot program is to determine whether and to what extent a
local school administrative unit can save money during this extreme fiscal crisis by
consolidating the school @idar.

Notwithstanding G.S115G84.2(a)(1), the school calendar for the 2@D12
calendar year for the pilot school systems shall include a minimum of 185 days or 1,025 hours
of instruction covering at least nine calendar months. Notwithstandindl &5S-84.2(d), the
opening date for students in pilot school systems may be before August 25.

If the local board of education in a pilot school system adds instructional hours to
previously scheduled days under this section, the local school administrative deemed to
have a minimum of 185 days of instruction, and teachers employed femarith term are
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deemed to have been employed for the days being made up and shall be compensated as if they
had worked the days being made up.

The State Board of Edudanh shall report to the Joint Legislative Education
Oversight Committee by March 15, 2012, on the administration of the pilot program, cost
savings realized by it, and its impact on student achievement.

BUDGET REDUCTIONS/DEPARTMENT OF PUBLIC | NSTRUCTION

SECTION 7.19.(a) Notwithstanding G.S143G6-4 or Section 7.14 of S.L.
2009451, the Department of Public Instruction may, after consultation with the Office of State
Budget and Management and the Fiscal Research Division, reorganize if necessary to
implement the budget reductions set out in this act. This consultation shall occur prior to
requesting budgetary and personnel changes through the budget revision process. The
Department shall provide a current organization chart in the consultation process. The
Department shall report to the Joint Legislative Commission on Governmental Operations on
any reorganization.

SECTION 7.19.(b) The Department of Public Instruction shall not increase the
number of Statéunded positions in any Department of Public Instian divisions identified
for reductions in this act.

SECTION 7.19.(c) In implementing budget reductions under this act, the
Department of Public Instruction shall make no reduction in funding or positions for the
Positive Behavioral Support program.

LEA BUDGET ADJUSTMENT

SECTION 7.20.(a) Within 14 days of the date this act becomes law, the State
Board of Education shall notify each local school administrative unit and charter school of the
amount the unit or charter school must reduce from the Staier&@d-und appropriations. The
State Board shall determine the amount of the reduction for each unit and charter school on the
basis of average daily membership.

SECTION 7.20.(b) Each unit or charter school shall report to the Department of
Public Instrution on the flexibility budget reductions it has identified for the unit within 30
days of the date this act becomes law.

LEA BUDGETARY FLEXIB ILITY

SECTION 7.21.(a) For fiscal years 2022012 and 2012013, the State Board of
Education is authorized toxeend its emergency rules, in accordance with G58B-21.1A,
granting maximum flexibility to local school administrative units regarding the expenditure of
State funds. These rules shall not be subject to the limitations on transfers of funds between
funding allotment categories set out in G1l35G105.25. These rules shall not permit the
transfer of funds into central office administration.

SECTION 7.21.(b) For fiscal years 2032012 and 2012013, local school
administrative units shall make everyaetfto reduce spending whenever and wherever such
budget reductions are appropriate with the goal of protecting direct classroom services, such as
classroom teachers. In making reductions, local school administrative units shall first consider
reductions @ central office administration and other administrative functions. Notwithstanding
G.S.115G301 or any other law, local school administrative units shall have the maximum
flexibility to use allotted teacher positions to maximize student achievemenadesydl?2.

Class size requirements in grade8 Khall remain unchanged.

NORTH CAROLINA VIRTU AL PUBLIC SCHOOLS

SECTION 7.22.(a) The North Carolina Virtual Public School (NCVPS) program
shall report to the State Board of Education and shall maintainraimigtiative office at the
Department of Public Instruction.

SECTION 7.22.(b) The Director of NCVPS shall ensure that students residing in
rural and lowwealth county local school administrative units have accesde@rging course
offerings in order toexpand available instructional opportunitiesleBrning instructional
opportunities shall include courses required as part of the standard course of study for high
school graduation and AP offerings not otherwise available.

SECTION 7.22.(c) Section 7.4f S.L. 201031 is repealed.
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SECTION 7.22.(d) The State Board of Education shall take the following steps to
implement an allotmeriormula for NCVPS beginning with the 20PD12 school year:

Q) Project NCVPS student enrollment by semester andlgagrcourse types

for each local school administrative unit and charter school.

(2) Establish a per course teacher payment structure for the instructional costs of
NCVPS. In establishing this payment structure, the Board shall consider the
following:

a. The paynent structure is based on a total compensation analysis to
ensure NCVPS teacher pay has parity with similar programs. The
total compensation analysis shall take into account salaries, benefits,
and work effort to ensure valid comparisons between occumgatio

b. The effects any change in NCVPS teacher payments may have on the
attraction and retention of NCVPS teachers.

3) Develop a per student fee structure foState students that is based on the
per course teacher pay structure. The fee structure-fatate students shall
ensure that the projected cost for local school administrative units and
charter schools equals the projected instructional cost for NCVPS courses.

(4) Multiply the per course fees for-fatate students by the projected enroliment
by course type to determine the total instructional cost for each local school
administrative unit and charter school.

(5)  Transfer a dollar amount equal to sevefg percent (75%) of the local
school administrative unit's or charter school's projectsttuctional cost
from the classroom teacher allotment to NCVPS.

(6) No later than February 21 of each year, calculate the actual instructional cost
for each local school administrative unit and charter school based upon
actual NCVPS enroliment as of thaite.

(7 Subtract the amount transferred pursuant to subdivision (5) of this subsection
from the actual instructional cost for each unit or charter school and transfer
the remaining dollar amount owed, up to a maximum of one hundred percent
(100%) of the mjected cost.

(8) Develop and implement a policy regarding returning funds to local school
administrative units and charter schools in cases where the amount
transferred pursuant to subdivision (5) of this subsection exceeds the actual
instructional costs

NCVPS shall use funds transferred to it to provide the NCVPS program at no cost to all
students in North Carolina who are enrolled in North Carolina's public schools, Department of
Defense schools, and schools operated by the Bureau of Indian Affairs.

SECTION 7.22.(e) In establishing the fee structure and payment structure for
NCVPS, the State Board shall consider recommendations from the eLearning Commission and
the NCVPS Advisory Board.

SECTION 7.22.(f) The State Board shall establish a separatetpdest tuition for
out-of-state students, honsehooled students, and private school students, which shall be
adjusted upward from the-iBtate student fee structure by an amount determined appropriate
by the State Board.

SECTION 7.22.(g) The Board shaltirect NCVPS to develop a plan to generate
revenue from the sale of courses to-ofistate educational entities. Revenue generated by
NCVPS shall be used to offset instructional costs to local school administrative units and
charter schools. NCVPS shalitsnit its plan to the Board by September 15, 2011.

SECTION 7.22.(h) Beginning in 2011, the Director of NCVPS shall submit an
annual report on NCVPS to the State Board of Education no later than December 1 of each
year. The report shall use data from thevpus fiscal year and shall include statistics on
actual versus projected costs to local school administrative units and charter schools, student
enrollment, virtual teacher salaries, and measures of academic achievement.

The Director of NCVPS shall cante to ensure the following:

(1)  Course quality standards are established and met.

(2)  All e-learning opportunities other than virtual charter schools offered by

Statefunded entities to public school students are consolidated under the

NCVPS program, efinating course duplication.

Pageb0 House Bill 200 H200-PCS30343_Exf-14



OCO~NOUITRAWNE

General Assembly Of North Carolina Session 2011

(3)  All courses offered through NCVPS are aligned to the North Carolina
Standard Course of Study.

SECTION 7.22.(I) The State Board of Education shall reduce each local school
administrative unit's or charter school's classrdeacher allotment, or other allotment, as
determined by the State Board of Education, on the basis of ADM in graidetofrovide the
sum of two million eight hundred sidsix thousand nine hundred twerityee dollars
($2,866,923) for the Statevel operations and administration of NCVPS for the 20012
fiscal year. The allotment reduction for Stalevel operations and administration shall
continue in future fiscal years and be adjusted annually based upon the percentage growth in
NCVPS enrollment ensuring the expansion of services due to increased virtual student
enrollment

SECTION 7.22.(j) For fiscal year 201:2012, the State Board of Education shall
reduce each local school administrative unit's or charter school's classroom teacher allotment
or other allotment, as determined by the State Board of Education, on the basis of ADM in
grades 612 to provide the sum of two million dollars ($2,000,000) in order to create an
NCVPS enrollment reserve. The NCVPS enrollment reserve shall be usegtaheoNCVPS
instructional costs of local school administrative units or charter schools with enrollments
exceeding projected NCVPS enrollment.

Beginning in fiscal year 2022013, and annually thereafter, the State Board of
Education shall reduce each &cschool administrative unit's or charter school's classroom
teacher allotment, or other allotment, as determined by the State Board of Education, on the
basis of ADM in grades-62 an amount that is the difference between two million dollars
($2,000,000pnd the balance of the NCVPS enrollment reserve.

Amounts available in the NCVPS enrollment reserve shall not revert.

SECTION 7.22.(k) The State Board shall use only funds provided through the
North Carolina Virtual Public Schools Allotment Formula and MCVPS enrollment reserve
as set forth in this section to fund instructional costs of NCVPS.

SECTION 7.22(l) G.S.66-58(c) is amended by adding a new subdivision to read:

“(c)  The provisions of subsection (a) shall not prohibit:

é
(20) The sale by the t&te Board of Education of NCVPS cowd® home
schools, private schools, andt-of-state educational entiti€s

PERFORMANCE-BASED REDUCTIONS IN FORCE
SECTION 7.23.(a) Local school administrative units shall adopt a Reduction in
Force policy that incldes the following criteria:

(2) In determining which positions shall be subject to a reduction in force, a
local school administrative unit shall consider the following:

a. Structural considerations, such as identifying positions, departments,
courses, prgrams, operations, and other areas where there are (i) less
essential, duplicative, or excess personnel; (ii) job responsibility
and/or position inefficiencies; (iii) opportunities for combined work
functions; and/or (iv) decreased student or other demdads
curriculum, programs, operations, or other services.

b. Organizational considerations, such as anticipated organizational
needs of the school system and program/school enroliment.

(2) In determining which employees in similar positions shall be sulbgea
reduction in force, a local school administrative unit shall consider work
performance.

Each local school administrative unit shall have this policy in place on or before July 15, 2011.

SECTION 7.23.(b) G.S.115G325(e)(2) reads as rewritten:

"(2) Reduction in Forcei Before recommending to a board the dismissal or
demotion of the career employee pursuant to GISG325(e)(1)l, the
superintendent shall give written notice to the career employee by certified
mail or personal delivery of his inteon to make such recommendation and
shall set forth as part of his recommendation the grounds upon which he
believes such dismissal or demotion is justified. The notice shall include a
statement to the effect that if the career employee within 15 dags aft
receipt of the notice requests a review, he shall be entitled to have the
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proposed recommendations of the superintendent reviewed by the board.
Within the 15day period after receipt of the notice, the career employee
may file with the superintendentveritten request for a hearing before the
board within 10 days. If the career employee requests a hearing before the
board, the hearing procedures provided in G15G325(j3) shall be
followed. If no request is made within the-d&y period, the superintdent
may file his recommendation with the board. If, after considering the
recommendation of the superintendent and the evidence adduced at the
hearing if there is one, the board concludes that the grounds for the
recommendation are true and substantidbgda preponderance of the
evidence, the board, if it sees fit, may by resolution order such dismissal.
Provisions of this section which permit a hearing by a case manager shall not
apply to a dismissal or demotion recommended pursuant to
G.S.115G325(e)@)l.

When a career employee is dismissed pursuant t01G58:325(e)(1)!
above, his name shall be placed on a list of available career employees to be

maintained by the boar&areeremployees-whose-hames-are-placed-on such
list shall | e t A A o

TEACHING FELLOWS ADM INISTRATIVE REDUCTIO N
SECTION 7.24. G.S.115G363.23A(f) reads as rewritten:
"§ 115G363.23A. Teaching Fellows idgram established; administration.

é

() All funds appropriated to or otherwise received by the Teaching Fellows Program
for scholarships, all funds received as repayment of scholarship loans, and all interest earned on
these funds, shall be placed in evelving fund. This revolving fund shall be used for
scholarship loans granted under the Teaching Fellows Program. With the prior approval of the
General Assembly in the Current Operations Appropriations Act, the revolving fund may also
be used for campuend summer program support, and costs related to disbursement of awards
and collection of loan repayments.

The Public School Forum, as administrator for the Teaching Fellows Program, may use up
to eight-hundred—ten—thousand-dolars ($810,80hundred thusand dollars ($600,000)
annually from the fund balance for costs associated with administration of the Teaching
Fellows Program."

RESIDENTIAL SCHOOLS
SECTION 7.25.(a) The General Assembly finds that the operation of the Eastern
North Carolina School fothe Deaf, the Governor Morehead School for the Blind, and the
North Carolina School for the Deaf (collectively, the "residential schools") no longer meets the
needs of the populations they serve in an efficient and effective manner, and that cunent leve
of utilization of the residential schools can be accommodated with two schools. No later than
January 15, 2012, the Department shall report to the Joint Legislative Education Oversight
Committee of the General Assembly the residential school it hadedeto close and the
Department's plan for consolidating the programs with those at the two remaining schools. The
Department shall base its choice of the residential school to be closed on the following
considerations:
(1) Minimization of impact on serves to deaf and blind students currently
served by the residential schools.
(2)  Minimization of costs of modifications at the two remaining residential
schools to accommodate students from the closed school.
(3) Maximization of funds generated or net saging the State from costs
avoided due to the closure of one residential school and the sale or transfer
to other State agencies of the school campus and other physical assets.
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Effective July 1, 2012, the Department of Public Instruction shall carry out the
closure and consolidation described in its report.

SECTION 7.25.(b) The Department of Public Instruction shall ensure that the
residential and instructional schedules for the residential schools that were in effect before
February 8, 2010, shall remain effect unless the General Assembly approves a material
change to the instructional week. Residential students shall have the opportunity to arrive at
their respective schools on the evening of the day before commencement of academic
instruction for theweek. The Department shall also maintain summer school programming at
the residential schools in substantially the same manner as in prior years and shall make no
material changes to summer school programming without the approval of the General
Assembly.

SECTION 7.25.(c) The Department of Public Instruction may create a principal
position at each residential school not currently assigned a principal position from funds
appropriated in this act for the residential schools.

SECTION 7.25.(d) The position ofsuperintendent for the residential schools
within the Department of Public Instruction is eliminated. The Department shall designate one
of the directors of the residential schools to serve as the superintendent for the residential
schools. Of funds prevusly appropriated to the Department for the position of superintendent
for the residential schools, the sum of twenty thousand dollars ($20,000) shall be used to
supplement the salary of the director who also serves as superintendent of residential school
The remaining funds shall be used to offset other reductions to the residential schools made in
this act.

SECTION 7.25.(e) G.S. 115G325(p) reads as rewritten:

"(p) Section Applicable to Certain InstitutiorisNotwithstanding any law or regulation
to the contrary, this section shall apply to all persons employed in teaching and related
educational classes in the schools and institutions of the Departments of Health and Human
Services, Public Instruction, Correction, or Juvenile Justice and Delinquerierevention
regardless of the age of the students.”

DEPARTMENT OF PUBLIC INSTRUCTION RECEIPTS

SECTION 7.27. Notwithstanding G.S143G6-4(b)(3), the Department of Public
Instruction may realign receipts among the following General Fund purpose codes on a
recurring basis through the budget certification process for the sole purpose of correctly
aligning the certified budget with the appropriate purpose or programs as defined in
G.S.143G1-1(d)(23): 1000, 1100, 1300, 1330, 1430, 1500, 1600, 1640, and 1660.

SCHOOL BUS PURCHASES
SECTION 7.28.(a) G.S.115G249 reads as rewritten:
"§ 115G249. Purchase and maintenance of school buses, materials and supplies.

rchase
0Ca y ate-Boa to the
dan eg e _oards as

(d)  The title to anyadditional-errepltacemersichool bus or service vehicle purchased
pursuant to the provisions of this section, shall be taken in the name of the board of education
of such local school administrative unit, and such bus shall in all respects be maintained and

operated pursuant to the provisions of thAiticle—n-the-same-manner—as—any—oetherpublic
sehool-budArticle.

(e) It shall be the duty of the county board ofiedtion to provide adequate buildings
and equipment for the storage and maintenance of all school buses and service vehicles owned
or operated by the board of education of any local school administrative unit in such county. It
shall be the duty of the tdrvying authorities of such county to provide in its capital outlay
budget for the construction or acquisition of such buildings and equipment as may be required
for this purpose

Rpit which
ation for
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(g) Repealed by Sessmn Laws 20087, s 3, eﬁetwe for a Iocal school administrative
unit when the unit is certified as belngPd‘iocurement compliant, or April 1, 2004, whichever
occurs first.

SECTION 7. 28 (b) G S 115C426(f)(4) reads as rewrltten
"(f) The capital outlay fund shall include appropriations for:

(4) The acquisition of schodluses-as-additions-to-the-fidrises.

SECTION 7.28.(c) During the 20112012 fiscal year, local boards ofliecation
shall use allotments for replacement school buses only for purchases during that fiscal year or
for 20112012 fiscal year payments for purchase financing contracts entered into during prior
years, and shall not use the funds to enter into a psedm@ancing contract that will require
State funding in future fiscal years.

SECTION 7.28.(d) Subsections (a) and (b) of this section take effect July 1, 2012.

INCREASE NUMBER OF INSTRUCTIONAL DAYS

SECTION 7.29. G.S.115G84.2 reads as rewritten:

"§ 115C-84.2. School calendar.

(@) School Calendari Each local board of education shall adopt a school calendar
consisting of 215 days all of which shall fall within the fiscal year. A school calendar shall
include the following:

(1) (See notes)A minimum of 486-185 days and4;660-1,025 hours of
instruction covering at least nine calendar months. The local board shall
designate when th&86185 instructional days shall occur. The number of
instructional hours in an instructional day may vary according to bsaid
policy and does not have to be uniform among the schools in the
administrative unit. Local boards may approve school improvement plans
that include days with varying amounts of instructional time. If school is
closed early due to inclement weathée day and the scheduled amount of
instructional hours may count towards the required minimum to the extent
allowed by State Board policy. The school calendar shall include a plan for
making up days and instructional hours missed when schools are netopen
due to inclement weather.

(1a) Repealed by Session Laws 26080, s. 1, effective August 9, 2004.

(2) A minimum of 10 annual vacation leave days.

(3) The same or an equivalent number of legal holidays occurring within the
school calendar as those desitgd by the State Personnel Commission for
State employees.
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(5) The remaining days scheduled by thealdgoard in consultation with each
school's principal for use as teacher workdays, additional instructional days,
or other lawful purposes. Before consulting with the local board, each
principal shall work with the school improvement team to determine the
days to be scheduled and the purposes for which they should be scheduled.
Days may be scheduled and planned for different purposes for different
personnel and there is no requirement to schedule the same dates for all
personnel. In order to make up days $ohool closing because of inclement
weather, the local board may designate any of the days in this subdivision as
additional makeup days to be scheduled after the last day of student
attendance.

Local boards and individual schools are encouraged tthesealendar flexibility in order
to meet the annual performance standards set by the State Board. Local boards of education
shall consult with parents and the employed public school personnel in the development of the
school calendar.

Local boards shallesignate at leasieventwo days scheduled undeabdivisions{4)and
subdivision(5) of this subsection as days on which teachers may take accumulated vacation
leave. Local boards may designate the remaining days schedukagbdisisions—(4)—-and
subdivigon (5) of this subsection as days on which teachers may take accumulated vacation
leave, but local boards shall give teachers at least 14 calendar days' notice before requiring a
teacher to work instead of taking vacation leave on any of these daysh&rt@aay elect to
waive this notice requirement for one or more of these days.

(b)  Limitations. i The following limitations apply when developing the school
calendar:

Q) The total number of teacher workdays for teachers employed for a 10 month
term shallnot exceed 195 days.

(2) The calendar shall include at least 42 consecutive days when teacher
attendance is not required unless: (i) the school is argead school; or (ii)
the teacher is employed for a term in excess of 10 months. At the request of
the local board of education or of the principal of a school, a teacher may
elect to work on one of the 42 days when teacher attendance is not required
in lieu of another scheduled workday.

(3)  School shall not be held on Sundays.

(4)  Veterans Day shall be fzoliday for all public school personnel and for all
students enrolled in the public schools.

(c) Emergency Conditions. During any period of emergency in any section of the
State where emergency conditions make it necessary, the State Board of Eduagtamnden
general, and if necessary, extended recesses or adjournment of the public schools.

(d)  Opening and Closing Dates.Local boards of education shall determine the dates
of opening and closing the public schools under subdivision (a)(1) of thisrsdékcept for
yearround schools, the opening date for students shall not be before August 25, and the closing
date for students shall not be after June 10. On a showing of good cause, the State Board of
Education may waive this requirement to the extbat school calendars are able to provide
sufficient days to accommodate anticipated makeup days due to school closings. A local board
may revise the scheduled closing date if necessary in order to comply with the minimum
requirements for instructional @& or instructional time. For purposes of this subsection, the
term "good cause" means either that:

(1) schools in any local school administrative unit in a county have been closed
eight days per year during any four of the last 10 years because of severe
weather conditions, energy shortages, power failures, or other emergency
situations; or

(2)  schools in any local school administrative unit in a county have been closed
for all or part of eight days per year during any four of the last 10 years
because ofevere weather conditions. For purposes of this subdivision, a
school shall be deemed to be closed for part of a day if it is closed for two or
more hours.

The State Board also may waive this requirement for an educational purpose. The term
"educational prpose” means a local school administrative unit establishes a need to adopt a
different calendar for (i) a specific school to accommodate a special program offered generally
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to the student body of that school, (ii) a school that primarily serves a spepiahtion of
students, or (iii) a defined program within a school. The State Board may grant the waiver for
an educational purpose for that specific school or defined program to the extent that the State
Board finds that the educational purpose is redsdendhe accommodation is necessary to
accomplish the educational purpose, and the request is not an attempt to circumvent the
opening and closing dates set forth in this subsection. The waiver requests for educational
purposes shall not be used to accormate systerwide class scheduling preferences.

The required opening and closing dates under this subsection shall not apply to any school
that a local board designated as having a modified calendar for th&@083chool year or to
any school that was fgaof a planned program in the 260804 school year for a system of
modified calendar schools, so long as the school operates under a modified calendar.

(e) Nothing in this section prohibits a local board of education from offering
supplemental or additi@al educational programs or activities outside the calendar adopted
under this section."”

TESTING PROGRAM
SECTION 7.30.(a) G.S.115G174.11 reads as rewritten:
"8 115G174.11. Components of the testing program.

(@) Assessment Instruments for First andc@el Gradesi The State Board of
Education shall adopt and provide to the local school administrative units developmentally
appropriate individualized assessment instruments consistent with the Basic Education Program
for the first and second grades, etthan standardized tests. Local school administrative units
may use these assessment instruments provided to them by the State Board for first and second
grade students, and shall not use standardized tests except as required as a condition of
receivingfederal grants.

(b) Repealed by Session Laws 20081, s. 7.20(c), effective July 1, 2009.

(c) Annual Testing Program.

1 The State Board of Education shall adopt the tests for grades three through
12 that are required by federal law or as a conditicafefleral grant. These
tests shall be designed to measure progress toward reading, communication
skills, and mathematics for grades three through eight, and toward
competencies for grades nine through 12. Students who do not pass the tests
adopted for eigth grade shall be provided remedial instruction in the ninth
grade.

(2) If the State Board of Education finds that additional testing in grades three
through 12 is desirable to allow comparisons with national indicators of
student achievement, that testisigall be conducted with the smallest size
sample of students necessary to assure valid comparisons with other states.

(3) The State Board of Education shall continue to participate in the
development of the Common Core State Standards in conjunctiorth&ith
consortium of other stateseview all national assessments developed by
both multstate consortiaand implement the assessments that the State
Board deems most appropriate to assess student achievement on the
Common Core State Standards.

(4) To the atent funds are made available, the State Board shall plan for and
require the administration of the ACT test for all students in the eleventh
grade unless the student has already taken a comparable test and scored at or
above a level set by the State Bbar

(d) Except as provided isubdivision{2)-ofsubsection (c) of this section, the State
Board of Education shall not require the public schools to administer any standardized tests
except for those required by federal law or as a condition of a fedardl g

The State Board of Education shall adopt and provide to local school administrative units
all tests required by federal law or as a condition of a federal grant.”

SECTION 7.30.(b) Article 10A of Chapter 115C of the General Statutes is

amended by adldlg two new Parts to read:
"Part 4. Student Diagnostic Tests
"8 115G174.20. Tools for student learning.

To the extent funds are made availalolethis purposgethe State Board shall plan for and

require the administration of diagnostic tests in théatbigand tenth gradehat align to the
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ACT testin order to help diagnose student learning and provide for students an indication of
whether they are on track to be remediafi@e ata community college or university
"Part 5. Career Readiness

"8 115CG174.25 WorkKeys.
To the extent funds are madeailablefor this purposethe State Board shall plan for and
requirelocal school administrative unite make available the appropriate WorkKeyssést
all students who complethesecond level of vocainal/career course's.
SECTION 7.30.(c) This section applies beginning with the 2012 school year.

FUND ONE LEA PER COUNTY

SECTION 7.31.(a) Notwithstanding any other provision of law, the State Board of
Education shall allot State funds on the badisnly one local school administrative unit per
county beginning with the 2012013 fiscal year. For the 202D12 fiscal year, the State
Board shall reduce funds allotted to city school administrative units from formulas that allot
funds on a per locachool administrative unit basis. For the 2@DA3 fiscal year, the State
Board shall change formulas that allot funds on a per local school administrative unit basis to
formulas that allot funds on a per county basis. If the amount previously alpstelbcal
school administrative unit was graduated on the basis of average daily membership, the amount
allotted per county shall be graduated on the basis of the total average daily membership of all
units located in the county.

If a city school adminisative unit is located in more than one county, the State
Board of Education shall include in each county's average daily membership the average daily
membership of the county's students in the city school administrative unit.

If a county contains more thame local school administrative unit, the State Board
shall divide the amount allotted on a per county basis between the units on the basis of average
daily membership.

SECTION 7.31.(b) This section does not apply to allotments to the NRstky
Mount Stool Administrative Unit, the Edgecombe County School Administrative Unit, the
Cleveland County School Administrative Unit, or the Gaston County School Administrative
Unit.

PART VIIl. COMMUNITY COLLEGES

REORGANIZATION OF TH E COMMUNITY COLLEGES SYSTEM OFFICE

SECTION 8.1.(a) Notwithstanding any other provision of law, and consistent with
the authority granted in G.$15D-3, the President of the North Carolina Community College
System may reorganize the System Office in accordance with recommendatiopkrsd
submitted to and approved by the State Board of Community Colleges.

SECTION 8.1.(b) This section expires June 30, 2012.

REPEAL OBSOLETE REPORTING REQUIREMENTS
SECTION 8.2.(a) G.S.115D4.1(e) reads as rewritten:
"(e) The State Board of Communityolleges shall develop appropriate criteria and
standards to regulate the operatlon of college transfer progIamen!eena—anel—st&nelaFels—shall

SECTION 8.2.(b) G.S.115D-5(j) reads as rewritten:
") The StateBoard of Community Colleges shall use its Board Reserve Fund for
feaS|b|I|ty studies, pllot prOJects sta:p of new programs, and |nnovat|ve idedbe-State

IMPLEMENT ALTERNATIV E FORMULA MODEL

SECTION 8.3.(a) The State Board of Community Colleges shall consolidate the
Health Sciences Allotment, the Technical Education Allotment, and the Spégla Cost
Allotment for Heavy Equipment with formula funds to support curriculum instruction.
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SECTION 8.3.(b) The State Board of Community Colleges shall allocate formula
funds appropriated to support curriculum instruction and the occupational eduzatiponent
of continuing education through a formula that provides an instructional base allocation to all
colleges and allocates remaining funds on a weighteetifud equivalent (FTE) basis. In
determining the appropriate weighting, the State Boar@ahimunity Colleges shall weigh
curriculum courses in higbost areas such as health care, technical education, abddath
science courses more heavily than other curriculum courses. The State Board of Community
Colleges shall also weigh continuing ediuma courses that lead to a thipdrty credential or
certification and courses providing an indusigsigned curriculum more heavily than other
occupational extension courses.

USE OF OVERREALIZED RECEIPTS TO SUPPORT ENROLLMENT GROWTH

RESERVE RATHER THAN EQUIPMENT RESERVE

SECTION 8.4. G.S.115D-31(e) reads as rewritten:

"(e) If receipts for community college tuition and fees exceed the amount certified in
General Fund Codes at the end of a fiscal year, the State Board of Community Colleges shall
transferthe amount of receipts and fees above those budgeted tBgthpment-Reserve
FundEnroliment Growth Reserve. Funds in the Enrollment Growth Reserve shall not revert to
the General Fund and shall remain available to the State Board until expended 1§ Bo&ta
may allocate funds in this reserve to colleges experiencing an enroliment increase greater than
five percent (5%) of budgeted enrollment levels.

BASIC SKILLS PLUS

SECTION 8.5.(a) Notwithstanding any other provision of law, the State Board
may aithorize a local community college to use up to twenty percent (20%) of the State
Literacy Funds allocated to it to provide employability skills,-gpecific occupational and
technical skills, and developmental education instruction to students conlgueraailed in a
community college course leading to a high school diploma or equivalent certificate.

SECTION 8.5.(b) Notwithstanding any other provision of law, if a community
college is authorized by the State Board to provide employability skills;sgebific
occupational or technical skills, or developmental education instruction to students
concurrently enrolled in a community college course leading to a high school diploma or
equivalent certificate, the college may waive the tuition and registrig@sassociated with
this instruction.

CARRYFORWARD OF COLL EGE INFORMATION SYST EM FUNDS

SECTION 8.6. Of the funds appropriated to the Community Colleges System
Office for the 20112013 fiscal biennium for the College Information System, up to one millio
two hundred fifty thousand dollars ($1,250,000) shall not revert at the end of each fiscal year
but shall remain available until expended. These funds may be used only to purchase periodic
system upgrades.

EQUIPMENT FUNDING

SECTION 8.8. For the 20142013 fiscal biennium, community colleges may
expend regular equipment allocations on equipment, repairs and renovations of existing
facilities, and new construction. Colleges must match funds expended on new construction on
an equal matchirfund basis inaccordance with G.915D-31. Notwithstanding any other
provision of law, community colleges are not required to match funds expended on repairs and
renovations of existing facilities.

Colleges must have capital improvement projects approved by theBstate of
Community Colleges and any required matching funds identified by June 30, 2013.

CLARIFICATION REGARD ING EQUIPMENT TITLED TO STATE BOARD
SECTION 8.9. G.S.115D-15(a) reads as rewritten:
"(@) The board of trustees of any institution organized utitis Chapter may, with the
prior approval of the North Carolina Community Colleges System Office, convey a
right-of-way or easement for highway construction or for utility installations or modifications.
When in the opinion of the board of trustees tke af any other real property owned or held
by the board of trustees is unnecessary or undesirable for the purposes of the institution, the
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board of trustees, subject to prior approval of the State Board of Community Colleges, may
sell, exchange, or leagbe property. The board of trustees may dispose of any personal
property owned or held by the board of trustees without approval of the State Board of
Community CollegesPersonal property titled to the State Board of Community Colleges
consistent withG.S 115014 andG.S.115D-58.5 may be transferred to another community
college at no cost and without the approval of the Department of Administration, Division of
Surplus Property.

Article 12 of Chapter 160A of the General Statutes shall apply to the disposale of any
real or personal property under this subsection. Personal property also may be disposed of
under procedures adopted by the North Carolina Department of Administration. The proceeds
of any sale or lease shall be used for capital outlaggsas, except as provided in subsection
(b) of this section.”

NO STATE FUNDS FOR INTERCOLLEGIATE ATHLE TICS
SECTION 8.10. Article 3 of Chapter 115D of the General Statutes is amended by
adding a new section to read:
"8115D42.1. Funds for an intercolleate athletics program.
No State funds, student tuition recejmisstudent aid funds shall be used to create, support,
maintain, or operate an intercollegiate athletics program at a community college.

COMMUNITY COLLEGE TU ITION WAIVERS
SECTION 8.12.(a) G.S.115D-5(b) reads as rewritten:

“(b) In order to make instruction as accessible as possible to all citizens, the teaching of
curricular courses and of noncurricular extension courses at convenient locations away from
institution campuses as well as ceimpuses is authorized and shall be encouraged. A pro rata
portion of the established regular tuition rate charged eifoé student shall be charged a
parttime student taking any curriculum course. In lieu of any tuition charge, the State Board of
Community Colleges shall establish a uniform registration fee, or a schedule of uniform
registration fees, to be charged students enrolling in extension courses for which instruction is
financed primarily from State funds. The State Board of Community Colleggsprovide by
general and uniform regulations for waiver of tuition and registratiorféedsr the following:

(2) Persons not enrolled in elementary or secondary schools taking courses
leading to a high school diploma or equivalesitificatecertificate.

(2)  FrainingeoursesfoCourses requested by the following entities that support
the organizatioristraining needs and are on a specialized course list
approved by the State Board of Community Colleges

a. velunteerfiremen/olunteer fire depaments.

b. (lecal-fire—department-persenndllunicipal, county, or State fire
departments.

C. Yiakinteer
EMS or rescue and lifesaving departments

d. | i i Municipal,

({iv)Hocal reseue—and-lifesaving—departmararsonnb—
county, or State EMS or rescue and Ilfesavmq departments.

|
o
(1)
=
(%]

e#ﬁee#sMunlcmal county, or State Ia\anforcemenaqenmes

(ad

v —al—fu-time—eustedial—employees—eol—th&epartment—of
Correction,—andlhe Department of Correction for the training of
full-time custodial employees and employedsthe Departmertd
Division of Community Corrections required to be certified under
Chapter 17C of the General Statutes and the rules of the Criminal
Justice and Training Standards Commission.

Y
(hise Department of Juvenile Justice
and Delinquency Preventidar the training of employeagquired to
be certified under Chapter 17C of the General Statutes and the rules
of the Criminal Justice and Training Standards
CommissionCommission.
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@ , : leoholic rehabiliat ters:
(4) Trainees enrolled in courses conducted under the Customized Training

PregramProgram.

5) S;

{6) Clientsofadultdevelopmental-activity-pregrams;

A StudentsinHealth-and Human-Services BevelopmentPrograms;

8 Juveniles—of-any-age-committed-to-the Department-of Juvenile Justice and
: : risdiction:

©) Delinquency-Prevention by a-courof competentijursdict in

(10) Elementary and secondary school employees enrolled in courses in first aid
or cardiopulmonary resuscitati¢gg6 PR} CPR).

(11) Up to six hours otredit instruction and one course of noncredit instruction
per academic semester for senior citizens age 65 or older who are qualified
as legal residents of Nor@areliraCarolina.

(12)  All curriculum courses taken by high school students at communigges,
including students in early college and middle college high school programs,
in accordance with G.815D-20(4) and thisectiensection.

(13) Human resources development courses for any individual who (i) is
unemployed; (ii) has received notifiocati of a pending layoff; (iii) is
working and is eligible for the Federal Earned Income Tax Credit (FEITC);
or (iv) is working and earning wages at or below two hundred percent
(200%) of the federal poverguidelines—anduidelines.

Priseninmates.

The State Board of Community Colleges shall not waive tuition and registration fees for
other individuals.

SECTION 8.12.(b) G.S.115D'5 is amended by adding a new subsection to read:

"(bl) The State Board of Community Colleges shall not waive tuition @gidtration fees
for community college faculty or staff membe@ommunity colleges may, however, use State
or local funds to pay tuition and registration fées one course per semesfer full-time
community college faculty or staff membermployed fo a nine, ten, eleven, or
twelve-month ternt'

SECTION 8.12.(c) The Community Colleges System Office shall transfer funds
appropriated for curriculum and continuing education instruction to the Department of
Correction. The Department of Correction Ishse these funds to pay tuition and fees for
prisoners.

The amount transferred shall be calculated by multiplying the number of curriculum
and continuing education FTE served in prisons in the -201Q fiscal year by the per capita
budgeted receipts faurriculum and continuing education.

This subsection is projected to result in a reduction of up to-forge percent
(43%) in the number of curriculum and continuing education courses provided to prisoners.

SECTION 8.12.(d) G.S.115D-39(al) reads agwritten:

"(@l) In addition, any—federal law enforcemenbtficer—officers, firefighters, EMS
personnelandrescue and lifesavingersonnelwhose permanent duty station is within North
Carolina shall also be eligible for the State resident community eotigiion rate forlaw

esurses thasupport their organizatiohfraining needs and are
approvedor this purposéy the State Board of Community Colledges

FUNDING FOR MULTICAM PUS CENTERS
SECTION 8.13. G.S.115D-5(0) reads sirewritten:

"(0) The General Assembly finds that additional data are needed to determine the
adequacy of multicampus and -@fimpus center funds; therefore, multicampus colleges and
colleges with offcampus centers shall report annually, beginning Sememb2005, to the
Community Colleges System Office on all expenditures by line item of funds used to support
their multicampuses and efimpus centers. The Community Colleges System Office shall
report on these expenditures to the Education Appropri&idcommittees of the House of

Representatives and the Senate, the Office of State Budget and Management, and the Fiscal

Research Division by December 1 of each year.
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All_ multicampuscenters approved by the State Board of Community Colleges shall receive
funding under the same formulBhe State Board of Community Colleges shall not approve
any additional multicampus centers without identified recurring sources of funding."

STUDY COMMUNITY COLL EGE PERFORMANCE MEASURES

SECTION 8.14. The State Board of Comumity Colleges shall report to the Joint
Legislative Education Oversight Committee by March 1, 2012, on a revised set of
accountability measures and performance standards by which to evaluate and measure student
progress and student success, including oreasof graduation rates and course completions.
The report shall include a plan to incorporate these revised accountability measures and
performance standards into regular formula funding. These revised accountability measures
and performance standarsisall also be the basis for the allocation of performance funding, in
accordance with G.8.15D-31.3(g) and (h).

COMMUNITY COLLEGE AU DITS

SECTION 8.15. Article 4A of Chapter 115D of the General Statutes is amended by
adding a new section to read:
"8§115D-58.16. Audits.

(a) Each community college shall be audited a minimum of once every two years.
Community colleges mayse State funds toontract with the StatAuditor or with a certified
public accountanto perform the auditsThe colleges shall submiihie results of the audits to
the State Board of Community Colleges.

The State Board of Community Colleges shattisure that all colleges are audited in
accordance with this section.

(b) Notwithstanding the provisions of Chapter 143D of the General Sfatate
community college shall not be subject to BE®GLE program administered by the Office of
the State Controller unle¢d thereis a finding of internal control problems in the most recent
financial auditof the collegeor (ii) the State Board of Comumity Collegesdetermines thad
college sbuld be subject to the progrdm

ENROLLMENT GROWTH
SECTION 8.16.(a) It is the intent of the General Assembly to ensure that there is
an increase in funding for community college technology and equipment whelmemt
increases; therefore, the continuation budget requirements proposed by the Director of the
Budget in accordance with G.$43G3-5 to fund the community college enroliment growth
shall include adjustments necessary to fund additional equipmerdatRM& prior year's rate.
SECTION 8.16.(b) Beginning with any adjustments to the 26012 fiscal year
budget, and annually thereafter, the State Board of Community Colleges' requests for funding
enrollment growth shall provide a detailed descriptionhef tosts of educating community
college students. This request shall be based on the current year's enrollment, listed by college
and aggregated for the system as a whole.
SECTION 8.16.(c) Enrollment requests shall include the following information for
each community college:
(1) The budgeted enrollment for the current year, divided between the categories
of instruction: curriculum, continuing education, and Basic Skills.
(2) The budgeted enrollment for the current year, divided between tiers of
instructian, as set forth in Section 8.3 of this act.
(3)  The actual enrollment for the two years prior to the current year.
(4) A five-year enrollment projection at each community college by category
and tier of instruction.
(5)  The projected requirements and aipited tuition receipts for the growth in
regularterm enrollment.
(6) The costs per FTE in each category and tier of instruction, to include the
following component parts:
a. Instructional costs, including faculty salaries and other costs.
b. Student suport services and other college administrative costs.

EXEMPT COMMUNITY COL LEGES FROM APA
SECTION 8.18.(a) G.S.150B-1(d)(14) and (19) are repealed.
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SECTION 8.18.(b) G.S.150B-1 is amended by adding a new subsection to read:
"(d) Exemption for theStateBoard of Community Colleges Except as provided in
G.S.143135.3, no Article in this Chapter except Article 4 applies to the State Board of
Community Colleges.
SECTION 8.18.(b1) G.S. 115080 is repealed.
SECTION 8.18.(c) This act is effective when ltecomes law.

CAPITAL IMPROVEMENTS AT COMMUNITY COLLEGE S

SECTION 8.19.(a) G.S.115D9 reads as rewritten:

"8 115D9. Powers of State Board regarding certain fee negotiations, contracts, and
capital improvements.

(&) The expenditures of any State funds fany capital improvements of existing
institutions shall be subject to the prior approval of the State Board of Community Colleges and
the Governor. The expenditure of State funds at any institution herein authorized to be
approved by the State Board @ndG.S.115D4 shall be subject to the terms of the State
Budget Act unless specifically otherwise provided in this Chapter.

(b) Notwithstanding G.S143-341(3), the State Board of Community Colleges may,
with respect to design, construction, repair, mokation of buildings, utilities, and oth8tate
or-honState—fundedStatefunded property developments of the North Carolina Community
College System requiring the estimated expenditure of public moneypesinilier—dellars
{$1,000,;000four million dollars ($4,000,0009r less:

(2) Conduct the fee negotiations for all design contracts and supervise the letting
of all construction and design contracts.

(2) Develop procedures governing the responsibilities of the North Carolina
Community College System dnits community colleges to perform the
duties of the Department of Administration and the Director or Office of
State Construction under GE31.1(d) and G.S143-341(3).

3) Use existing plans and specifications for construction projects, where
feasible. Prior to designing a project, the State Board shall consult with the
Department of Administration on the availability of existing plans and
specifications and the feasibility of using them for a project.

(c) The State Board may delegate its authoritger subsection (b) of this section to a
community college if the community college is qualified under guidelines adopted by the State
Board and approved by the State Building Commission and the Director of the Budget.

(d)  The North Carolina Community Celje System shall use the standard contracts for
design and construction currently in use for State capital improvement projects by the Office of
State Construction of the Department of Administration.

(e) A contract may not be divided for the purpose dddimg the monetary limit under
this section.

() Notwithstanding any other provision of this Chapter, the Department of
Administration shall not be the awarding authority for contracts awarded under subsections (b)
or (c) of this section.

(99 The State Baa shall annually report to the State Building Commission the
following:

(1)  Alist of projects governed by this section.

(2)  The estimated cost of each project along with the actual cost.

(3) The name of each person awarded a contract under this section.

(4)  Whether the person or business awarded a contract under this section meets
the definition of "minority business" or "minority person" as defined in
G.S.143128.2(9).

(h)  The provisions 0f5.S.143341(3) shall not apply to a capital improvement prbjec
funded with norState funds if theState Board of Community College®termines thathe
college has thexpertise necessaty managehe projectunless the assistance of the Office of
StateConstructions requested

SECTION 8.19.(b) This section isffective when it becomes law and applies to

projects initiated on or after that date.

ADDITIONAL FLEXIBILI TY WITH REGARD TO CO MMUNITY COLLEGE
INVESTMENTS
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SECTION 8.20.(a) G.S.115D-58.6 reads as rewritten:
"8 115D58.6. Investment of idle cash.
(@) Definitions.i As used in this sectiaime following definitions apply

1) "Cash balance means the amount equal to all regs received into
institutional fund accounts minus all expenses and withdrawals from those
accounts in an official depository of thestitution as designated by the local
board of trustees consistent W{EhS.115D-58.7.

(2) "Official depository means one or more banks, savings and loan
associationsor trust companies in North Carolina that a community college
board of trustees hassignated consistent witB.S.115D-58.7.

(al) Deposits.i The institution may deposit at interestinvestall or part of the cash
balance of any fund in an off|C|aI deposﬂory of the msUtut@he—msHtuﬂen—shaM—manage

v yHnpose.

on-behalf of the
rd deposits
em—lee—eenvetted—mte—eash—when—neeNMeys may be deposﬂed at |nterest in_any official
depository of the institution in the form of certificates of deposit or such other forms of time
deposits as may be approved for county governments. In addition, snmagybe deposited in
the form of certificates of deposit as provided for a local government or public authority in
G.S. 15930(b1) Investment deposﬂs shall be secured as prowd@dSrﬂ5931(b)

{b)

' (@(_) Investment51 The |nst|tut|on may |nvest all or part of the cash balance of any fund

in an official depositoy of the institution. The institution shall manage investments subject to
whatever restrictions and directions the board of trustees may impose. The institution shall have
the power to purchase, sell, and exchange securities on behalf of the boardees trlike
investment program shall be so managed that investments and deposits can be converted into
cash when needed.

(1) Moneysmay-shall onlybe invested in the form of investments pursuant to
G.S.15930(c) to county governmentgnd—he—ethersr in_any form of
investment established or managed by an investment advisor who is
registered and in good standing with either the Securities and Exchange
Commission or the North Carolina Secretary of State, Securities Division
and is a member of the Securitieséstor Protection Corporatiokloney in
endowment funds may be invested pursuant to Bl%69.2. Provided,
however, the institution may elect to deposit at interest any local funds with
the State Treasurer for investment as special trust funds purtsuame
provisions of G.S147-69.3, and the interest thereon shall accrue to the
institution as local funds.

vestment

(2) The investmensecuritiedisted in G.S.15930(c) may be bought, sold, and
traded by private negotiation, and the institutionay pay all incidental
costs thereof and all reasonable costs of administering the investment and
deposit program from local funds. The institution shall be responsible for
their safekeeping and for keeping accurate investment accounts and records.

fe)c) Interest earned on deposits and investments shall be credited to the fund whose cash
is deposited or invested. Cash of several funds may be combined for deposit or investment if
not otherwise prohibited by law; and when such joint deposits or investmmentsede, interest
earned shall be prorated and credited to the various funds on the basis of the amounts thereof
invested, figured according to an average periodic balance or some other sound accounting
principle. Interest earned on the deposit or investroébond funds shall be deemed a part of
the bond proceeds.

#(d) Registered securities acquired for investment may be released from registration and
transferred by signature of the official designated by the boardsieestrustees.

(e) The Board bTrustees shall appoint an Investment Committee which shall consist of
a minimum of three people who have sufficient financial background to review and evaluate
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investment options. These individuals should have experience in institutional or retail
invesment management with knowledge of fixed income and public equities. This committee
shallmake recommendations to the Board on those investment options, as well as monitor the
performance of investments once made.

() The Board of Trustees shall discharfeit duties with respect to the management
and investment of college funds as follows:

1) Investment decisionshall be solely in the interest of the college and the
students, faculty, and staff of the college.

(2) The investments shall be for the exchespurpose of providing an adequate
return to the college.

3) Investmentsshall be made with the care, skill, and caution under the
circumstances then prevailing which a prudent person acting in_a like
capacity and familiar with those matters would usdah@ conduct of an
activity of like character and purpose.

4) Investment decisionshallbe made impatrtially, taking into account the best
interest of the college, with special attention to conflicts of interest or
potentialconflicts of interest.

(5) Investments shall incur only costs that are appropriate and reasbtnable.

SECTION 8.20.(b) G.S.147-69.2(a)is amended by adding a new subdivision to

read:
"(20) Institutionalfunds of the colleges of the North Carolina Community College

Systen.
PART IX. UNIVERSITIES

CENTER FOR PUBLIC TE LEVISION CONTINUATIO N REVIEW

SECTION 9.1.(a) A continuation review of the Center for Public Television shall
be prepared jointly by The University of North Carolina General Administration and The
University of North Carolia Center for Public Television. The review shall be submitted to the
House of Representatives and Senate Appropriations Subcommittees on Education no later than
March 31, 2012. The written report shall include the information listed in subsection (i§ of th
section.

SECTION 9.1.(b) The continuation review required by this section shall include

all of the following information:

(1) A description of the services provided by the Center for Public Television
and its mission, goals, and objectives.

(2)  The prgram's statutory objectives and the problem or need addressed.

(3)  The extent to which the program's objectives have been achieved.

(4) The program's functions or programs performed without specific statutory
authority.

(5) The program's performance measirand the process by which the
performance measures determine efficiency and effectiveness.

(6) Recommendations for statutory, budgetary, or administrative changes
needed to improve efficiency and effectiveness of services delivered to the
public.

(7)  Theconsequences of discontinuing funding.

(8) Recommendations for improving services or reducing costs or duplication.

(9)  The identification of policy issues that should be brought to the attention of
the General Assembly.

(10) Any other information necessato fully support the General Assembly's
Continuation Review Program, along with any information included in
instructions from the Fiscal Research Division.

UNIVERSITY CANCER RE SEARCH FUND REPORTING REQUIREMENT
SECTION 9.4. G.S.116-29.1 is amended lgdding a new subsection to read:
"(d) Report.i By November 1 of each year, the Cancer Research Eanunittee shall
provide to the Joint LegislativEducationOversight Committee and to the Office of State
Budget and Managemerdn annual financial repontvhich shall includethe following

components:
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(1) Accounting of expenditures of State funds related to strategic initiatives,
development of infrastructure, and ongoing administrative functions.

(2) Accounting of expenditures of extramural funds related st@tegc
initiatives, development of infrastructure, and ongoing administrative
functions.

3) Measures of impact to the Stateeconomy in the creation of jobs,
intellectual property, and stanp companies.

(4) Other performance measures directly edato the investment of State
funds.

(5) Accounting of any fund balances retained by the Fund, along with
information about any restrictions on the use of these funds.

UNC BOARD OF GOVERNORS REVIEW OF FACULTY RECRUITMENT AND
RETENTION

SECTION 9.5. The Board of Governors of The University of North Carolina shall
review its current policies regarding financial incentives to retain faculty. The review shall
focus on the prioritization of recruitment and retention funds and the identification of key
metricsto measure overall program effectiveness. The Board of Governors shall report its
findings and recommendations for changes to the policies, if any, to the Joint Legislative
Education Oversight Committee, the Office of State Budget and Management, ansctie F
Research Division by April 1, 2012.

UNC MANAGEMENT FLEXI BILITY REDUCTION

SECTION 9.6.(a) The management flexibility reduction for The University of
North Carolina shall not be allocated by the Board of Governors to the constituent institutions
and affiliated entities using an acrefise-board method but in a manner that recognizes the
importance of the academic mission and differences among The University of North Carolina
entities.

Before taking reductions in instructional budgets, the Board okefeovs and the
campuses of the constituent institutions shall consider all of the following:

(2) Reducing State funding for centers and institutes, speaker series, and other

nonacademic activities.

(2)  Faculty workload adjustments.

3) Restructuring of re=arch activities.

(4) Implementing cossaving span of control measures.

(5)  Reducing the number of senior and middle management positions.

(6) Eliminating lowperforming, redundant, or leenrollment programs.

(7)  Protecting direct classroom services Juiing faculty members and adjunct

professors.

The Board of Governors and the campuses of the constituent institutions also shall
review the institutional trust funds and the special funds held by or on behalf of The University
of North Carolina and its ewstituent institutions to determine whether there are monies
available in those funds that can be used to assist with operating costs.

In addition, the campuses of the constituent institutions also shall require their
faculty to have a teaching workload uad) to the national average in their Carnegie
classification.

When implementing personnel reductions, the Board of Governors and the
campuses shall make every effort to abolish vacant positions first.

SECTION 9.6.(b) In allocating the management flexibylireduction, State funds
shall not be reduced in either fiscal year of the biennium by more than fifteen percent (15%)
from the Governor's Recommended Continuation Budget for the 2013 fiscal biennium for
any of the following:

(2) Hickory Metro HigherEducation Center.

(2)  Joint Graduate School of Nanoscience and Nanoengineering at North

Carolina Agricultural and Technical State University and the University of
North Carolina at Greensboro.

(3)  The North Carolina Research Campus.

(4)  Agricultural Extersion.

(5)  Agricultural Research.
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(6) North Carolina Judicial College of the UNC School of Government.
SECTION 9.6.(c) In allocating the management flexibility reduction, no reduction

in State funds shall be allocated in either fiscal year of the-2013biennium to any of the

following:

(2) Center for Turfgrass Environmental Research and Education at North
Carolina State University.

(2) NeedBased Financial Aid.

(3) Aid to Private Colleges.

(4)  Any special responsibility constituent institution which ttasbasic
type Carnegie classification of "Special Focus Institution".

(5)  Any special responsibility constituent institution which has the basic type
Carnegie classification of "Baccalauredteés and Science" and which has a
total undergraduate and guede fall 2010 FTE enrollment that exceeds
3.250 FTE.

ADVISORY COMMISSION ON MILITARY AFFAIRS/ MODIFY MEMBERSHIP

SECTION 9.6A. G.S.127G2 reads as rewritten:

"§ 127G2. Membership.

(@)

The North Carolina Advisory Commission on Military Affairs shall sish of 21

voting members, who shall serve on the Executive Committeel&inthonvoting, ex officio
members who shall serve by reason of their positions.

(b)

()

(d)

The Executive Committee shall be appointed as follows:

(1) Three members appointed by the Speakethe House of Representatives,
one of whom shall be a member of a recognized veterans' organization.

(2)  Three members appointed by the President Pro Tempore of the Senate, one
of whom shall be a member of a recognized veterans' organization.

3) Fifteen members appointed by the Governor, consisting of:

a. Three representatives from the Jacksonville community.
b. Three representatives from the Havelock community.

C. Three representatives from the Goldsboro community.
d. Three representatives from theyEteville community.

e. Three public members from across the State.

The following members, or their designee, shall serve ex officio:

(1)  The Lieutenant Governor.

(1a) Secretary of Crime Control and Public Safety.

(2)  Secretary of Commerce.

(2a) The Scretary of Transportation.

(2b) The Secretary of the Department of Environment and Natural Resources.

(3) Commanding General 18th Airborne Corps, Fort Bragg.

4) Commanding General Marine Corps Base, Camp Lejeune.

(5) Commanding General Marine Corps Ataton, Cherry Point.

(6) Commander 4th FW, Seymour Johnson Air Force Base.

(7) Commander 43rd Airlift Wing, Pope Air Force Base.

(8) Commander of the U.S. Coast Guard Support Center, Elizabeth City.

(9)  Adjutant General of the North Carolina National Glar

(10) The Executive Director of the North Carolina League of Municipalities.

(11) The Executive Director of the North Carolina Association of County
Commissioners.

(12) The Assistant Secretary for Veterans Affairs, Department of Administration.

(13) ThePresident of The University of North Carolina.

(14) The President of the North Carolina Community College System.

The Governor shall designate one member of the Executive Committee appointed

pursuant to subsection (b) of this section to serve as dterExecutive Committee shall elect
four persons from amongst its membership to serve aschienes.

(e)

Page66

The terms of the members of the Executive Committee shall be as follows:

(1) The members initially appointed by the Speaker of the House of
Represerdtives and the President Pro Tempore of the Senate shall serve
terms ending on December 31, 2003.
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(2) Seven of the members appointed by the Governor shall serve initial terms
ending on December 31, 2002.
(3) Eight of the members appointed by the Goverrwllsserve initial terms
ending on December 31, 2003.
Thereatfter, all members shall serve tyear terms."

CLARIFICATION/GENERA L FUND APPROPRIATION S CARRIED FORWARD BY
UNC SHALL NOT BE USED FOR CAPITAL IMPRO VEMENTS
SECTION 9.6B. G.S.116-30.3 is amendely adding a new subsection to read:
"() No funds carried forwardpursuant tothis section shall beised fora capital
improvement as defined 8.S.143G1-1."

ALLOW CHANCELLORS OF CONSTITUENT INSTITUT IONS TO APPROVE
CERTAIN REPAIR AND M AINTENANCE PROJE CTS AND FUND THOSE WITH
AVAILABLE OPERATING FUNDS

SECTION 9.6C. G.S.116-13.1 reads as rewritten:

"8 11613.1. Capital facilities; reperts-reports; chancellors may authorize certainrepair,

renovation, and maintenanceprojects.

(8 The General Assemblynids that although The University of North Carolina is one
of the State's most valuable assets, the current facilities of the University have been allowed to
deteriorate due to decades of neglect and have unfortunately fallen into a state of disrepair
becaise of inadequate attention to maintenance. It is the intent of the General Assembly to

reverse this trend and to provide a mechanism to assure that the University's capital assets are

adequately maintained. The General Assembly commits to responsiblrdsbip of these
assets to protect their value over the years, as follows:

(2) The Board of Governors of The University of North Carolina shall require
each constituent and affiliated institution to monitor the condition of its
facilities and their needsr aepair and renovation, and to assure that all
necessary maintenance is carried out within funds available.

(2) The Board of Governors shall report annually to the Joint Legislative
Commission on Governmental Operations and the Joint Legislative
EducationOversight Committee on the condition of the University's capital
facilities, the repair, renovation, and maintenance projects being undertaken,
and all needs for additional funding to maintain the facilities.

3) It is the intent of the General Assembty @assure that adequate oversight,
funding, and accountability are continually provided so that the capital
facilities of the University are properly maintained to preserve the level of
excellence the citizens of this State deserve. To this end, the Joint
Legislative Education Oversight Committee shall report to the General
Assembly annually its recommendations for legislative changes to
implement this policy.

(b) Equity in University Improvement$. The Board of Governors of The University of
North Carolinashall continue to study and monitor any inequities in funding for capital
improvements and facilities needs which may still exist on North Carolina’'s Public Historically
Black Colleges and Universities and North Carolina's Historically American Indiaretdity,
the University of North Carolina at Pembroke, beyond the funding of the projects provided for
in this act, and shall report annually to the Joint Legislative Commission on Governmental
Operations on any remaining inequities found, including recenaations as to how those
inequities should be addressed.

(c) Approval of Certain Repair and MaintenancéProjects. i Notwithstanding
G.S.143G8-7, the chancellor of a constituent institution megprovethe expenditureof
available operating fund®m an anount not to exceed one million dollars ($1,000,000) per
projectfor repairsto institution facilities renovations to institution facilitiesnaintenanceof
those facilities andrelatedequipment purchaseBunds contractually obligated to an approved
project shall not revert at the end of the fiscal yaad will remain available to fund the
completion of the projectProjects approved pursuant to this subsection shall in all other
respects accord withpplicableaws governing capital improvement prdgt
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AUTHORIZE BOARD OF G OVERNORS TO PERMIT NORTH CAROLINA STATE
UNIVERSITY TO SELF -PERFORM ENERGY CONSERVATION MEASURES
AND TO AUTHORIZE ENE RGY SAVINGS REALIZED BY NORTH CAROLINA
STATE UNIVERSITY TO BE USED AS A SOURCE OF REPAYMENT FOR
CERTAIN DEBTS

SECTION 9.6D.(a) Article 3B of Chapter 143 of the General Statutes is amended
by adding a new section to read:

"8 14364.17L. Board of Governors may authorize energy conservation measures at

constituent institutions.

(@  Authority. i Notwithstanding the prasions of this Part to the contrathe Board
of Governors of The University of North Carolina may authorimg eonstituent institution
listed in subsectione) of this sectiorio implement an _energy conservation measure without
entering into a quaranté@nergy savings contraétboth of the followingconditions are met

1) The Board of Governors find$at the energy savings resulting from the
implementation of the energy conservation meastaadl according to the
energy savings analysis receivedsuant t0G.S.14364.17M(a),equal or
exceed the total cost of implementing the measlirethe proposed
implementatiorwill be financed with debthen the aergysavingsanalysis
mustproject sufficient energy savings to pay the debt servicangribonds
to be issuedAs used in this subdivision, the teftatal costshall have the
same meaning as it does@nS.143-64.17B(d).

(2) The energy conservation measure is for an existing building or utility
system.

(b) Scope of Authorityi In implementing arenergy conservation measure pursuant to
subsection (a) of this section, the Board of Governors oradertakeor authorize ay
constituentinstitution listed in _subsection (e) of this sectibm undertake any action théi)
could be required of qualifiad providerundera guaranteed energy savings contractiipris
otherwise permissible under this Part.

(©) Projects Consisting of Multiple Energy Conservation Measurebhe Board of
Governors _may_authorize the implementation of multiple energy consgrvaieasures
simultaneously apart of asingle project. When doing so, the findings required by subsection

(a) of this section may be made with respect to the project as a whole and need not be made

with respect to individual energy conservation measu8esilarly, the analyses required by
G.S.14364.17M may beconducted for th@rojectas a whole instead of fandividual energy
conservation measures.

(d) Continuing Applicability of Part to Contracts. If the Board of Governors or a

constituent instittion implements an energy conservation measure through a guaranteed energy

savings contract, that contract shall accord in all respects with the requirements of this Part.
(e) The Board of Governors may authorize North Carolina State University to

implemert an energy conservation measure without entering into a guaranteed energy savings

contractpursuant to this sectidh.
SECTION 9.6D.(b) Article 3B of Chapter 143 of the General Statutes is amended
by adding a new section to read:
"§ 14364.17M. Energy saings analysis required prior to implementation;
postimplementation analyses required

(a) Energy Savings Analysis Required Prior to Implementation i Prior to
implementingan energy conservation measprgsuant td5.5.143-64.17L, anenergy savings
analsis shall be performed to validate the econoasisumptions that purportedly suppibr
implementation of the measur€his analysis shall be performed byhird party selected by
the constituent institutiormnd shall include an energy consumption asialfto develop a
baseline of previous costsf all utilities energy consumption for thenstitution on the
assumption that the energy conservation measure was not undefiagasompleted analysis
shall be submitted to The University of North Carolinm&al Administration and to the State
Energy Office.

(b) Postimplementation Analyses RequirédA constituent mstitution that implements
an_energy conservation measure pursuanGi18.14364.17L shall retain a third party to
perform an annual measuremeand verification of energy savings resulting from the energy
conservation measure as comparedh®baseline of previous costet forth inthe energy
savings analysis required by subsection (a) of this secliba. third party shallnnually

Page68 House Bill 200 H200-PCS30343_Exf-14




OCO~NOUITRAWNE

General Assembly Of North Carolina Session 2011

provide a reconciliation statement based upon the results pfeagreed upon measurement,
monitoring, and verification protocevhich shall disclose any shortfall or surplus betwé®sn
estimated energy usage and operational savetgerh in the energy savingsalysis required
by subsection (a) of this section attual, not stipulated, energgageand operational savings
incurred during a given year.

If a reconciliation statement reveals a shortfall in energy savings for a particular year, the
constituent mstitution shall be responsibl®r and shall pay theshortfdl. However, the
institution shall not be held responsible for losses due to natural disasters or other emergencies.
Any surplusshall be retained by thenstitutionand may be used in the samammer as any
other energy saving's

SECTION 9.6D.(c) G.S.116:30.3B(b) reads as rewritten:

"(b) It is the intent of the General Assembly that appropriatitmgshe Board of
Governors on behalf of a constituent institution not be redased result of thestitutions
realization ofenergy saving. Instead, the General Assembly intends that the amount of
appropriatios be determined as if no energy savirgsl beerrealized The Director of the
Budget shall not decrease the recommended continuation bredg@tements for utilities for
constituent institutions by the amount of energy savings realized from implementing energy
conservation measures, including savings achieved through a guaranteed energy savings
contract.”

SECTION 9.6D.(d) G.S.14364.17F(b)eads as rewritten:

"(b) The Department of Administration, in consultation with the Department of
Commerce through the State Energy Office, shall adopt rules for: (i) agency evaluation of
guaranteed energy savings contracts; (ii) establishing time pefowdsonsideration of
guaranteed energy savings contracts by the Office of State Budget and Management, the Office
of the State Treasurer, and the Council of State, and (iii) setting measurements and verification
criteria, including review, audit, and pextfication. Prior to adopting any rules pursuant to
this section, the Department shall consult with and obtain approval of those rules from the State
TreasurerThe rules adopted pursuant to this subsection shall not apply to energy conservation
measureimplemented pursuant 6.5.14364.11.."

SECTION 9.6D.(e) G.S.14364.17H reads as rewritten:
"§ 14364.17H. Report on guaranteed energy savings contracts entered into by State
governmental units.

A State governmental unit that enters into a guarangegtgy savings contragr
implements an energy conservation measure pursu&httd43-64.1'4 must reporeither (i)
the contract and the terms of tb@ntractcontract or (ii) the implementaticof the measuréo
the State Energy Office of the Depaemt of Commerce within 30 days of the date the contract
is enteredinte—into or the measure is implementdd. addition, within 60 days after each
annual anniversary date of a guaranteed energy savings contract, the State governmental unit
must report thestatus of the contract to the State Energy Office, including any details required
by the State Energy Office. The State Energy Office shall compile the information for each
fiscal year and report it to the Joint Legislative Commission on GovernmentatOperand
to the Local Government Commission annually by December 1. In compiling the information,
the State Energy Office shall include information on the energy savings expected to be realized
from a contracor implementatiorand shall evaluate whethexpected savings have in fact
been realized.”

SECTION 9.6D.(f) G.S.142-63 reads as rewritten:
"8 14263. Authorization of financing contract.

Subject to the terms and conditions set forth in this Arti¢)ea State governmental unit
that is_implemenihg an energy conservation measure pursuantsi8.14364.17L and
financing it pursuant to this Article(i) a State governmental unit thags solicited a
guaranteed energy conservation measure pursuant td43:64.17A orG-S-143-64-17Ber
G.S.14364.178B or (iii) the State Treasurer, as designated by the Council of State, is
authorized to execute and deliver, for and on behalf of the State of North Carolina, a flnancmg
contract to finance the costs of the energy conservation measure. The aggnmgatmling
amount payable by the State under financing contracts entered pursuant to this Article shall not
exceed five hundred million dollars ($500,000,000) at any one time."

SECTION 9.6D.(g) G.S.142-64(a) reads as rewritten:
"8 14264. Procedure fo incurrence or issuance of financing contract.
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(@) When a State governmental ur{) is implementing an energy conservation
measure pursuant t6.S.14364.17L and financing it pursuant to this Articler (ii) has
solicited a guaranteed energy conseoratneasure, the State governmental unit shall request
that the State Treasurer approve the State governmental unit's entering into a financing contract
to finance the cost of the energy conservation measure. In connection with the request, the State
goverrmental unit shall provide to the State Treasurer any information the State Treasurer
requests in order to evaluate the request. In the event that the State Treasurer determines that
financing efficiencies will be realized through the combining of financiogtracts, then the
State Treasurer is authorized to execute and deliver, for and on behalf of the State of North
Carolina, subject to the terms and conditions set forth in this Article, a financing contract for
the purpose of financing the cost of theltiple energy conservation measures."

SECTION 9.6D.(h) G.S.116D-22(3) reads as rewritten:

"(3) Obligated resource$. Any sources of income or receipts of the Board of
Governors or the institution at which a special obligation bond project is or
will be located that are designated by the Board as the security and source of
payment for bonds issued under this Article to finance a special obligation
bond project, including, without limitation, any of the following:

a. Rents, charges, or fees to be derivgdiie Board of Governors or
the institution from any activities conducted at the institution.
b. Earnings on the investment of the endowment fund of the institution

at which a special obligation project will be located, to the extent that
the use of the eaings will not violate any lawful condition placed

by the donor upon the part of the endowment fund that generates the
investment earnings.

C. Funds to be received under a contract or a grant agreement, including
"overhead costs reimbursement” under anggreement, entered
into by the Board of Governors or the institution to the extent the use
of the funds is not restricted by the terms of the contract or grant
agreement or the use of the funds as provided in this Article does not
violate the restrictio.

d. Funds appropriateflom the General Funid the Board of Governors
on behalf of a constituent institutidor utilities of the institutiorthat
constitute energy savings that term is defined {8.S.143-64.17.

Obligated-Except as provided in swdubdivision d. of this subdivision,

obligated resources do not include funds appropriated to the Board of

Governors or the institution from the General Fund by the General Assembly

from funds derived from general tax and other revenues of the State, and

obligated resources do not include tuition payment by students."”

AMEND REGULATION OF UNC INSTITUTIONAL TR UST FUNDS AND FUNDSOF

UNC HEALTH CARE SYST EM

SECTION 9.6E.(a) G.S.116-36.1 reads as rewritten:
"§ 11636.1. Regulation of institutional trust funds.

(@) The Board is responsible for the custody and management of the trust funds of the
University of North Carolina and of each institution. The Board shall adopt uniform policies
and procedures applicable to ttheposit, investment, aratiministration ofiese funds which
shall assure that the receipt and expenditure of such funds is properly authorized and that the
funds are appropriately accounted for. The Board may delegate authority, through the
president, to the respective chancellors of the institatishen such delegation is necessary or
prudent to enable the institution to functlon |n a proper and expedrtrous manner
(b) Trust fund ssha A

eeses—ef—drstnbutron of
e—aecount

At to this
seenen—and mvestment earnlngs thereon are avarlable for expendlture by each institution
without further authorization from the General Assembly.
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(d) Trust funds are subject to the oversight of the State Auditor pursuant to Article 5A
of Chapter 147 of the General Statutes but are not subject to the provisions of the State Budget
Act except for capél improvements projects which shall be authorized and executed in
accordance with G.843G8-8 and G.S143G8-9.

(e) Each institution shall submit such reports or other information concerning its trust
fund accounts as may be required byBlirector-ofthe BudgeBoard.

() Trust funds or the investment income therefrom shall not take the place of State
appropriations or any part thereof, but any portion of these funds available for general
institutional purposes is appropriated and shall be used fesapnt State appropriations to
the end that the institution may improve and increase its functions, may enlarge its areas of
service, and may become more useful to a greater number of people.

()  Asused in this section, "trust funds" means:

(1)

(2)

3)

(4)
(5)
(6)

(7)

(8)

(9)

(10)
(11)

Moneys, o the proceeds of other forms of property, received by an
institution as qifts, devises, or bequests that are neither presumed nor
designated to be gifts, devises, or bequests to the endowment fund of the
institution;

Moneys received by an institutiggursuant to grants from, or contracts with,
the United States government or any agency or instrumentality thereof;
Moneys received by an institution pursuant to grants from, or contracts with,
any State agencies, any political subdivisions of the Stateother states or
nations or political subdivisions thereof, or any private entities whereby the
institution undertakes, subject to terms and conditions specified by the entity
providing the moneys, to conduct research, training or public service
programs, or to provide financial aid to students;

Moneys collected by an institution to support extracurricular activities of
students of the institution;

Moneys received from or for the operation by an institution of activities
established for the befit of scholarship funds or student activity programs;
Moneys received from or for the operation by an institution of any of its
selfsupporting auxiliary enterprises, including institutional student auxiliary
enterprise funds for the operation of Bog, food, health, and laundry
services;

Moneys received by an institution in respect to fees and other payments for
services rendered by medical, dental or other health care professionals under
an organized practice plan approved by the institutraimnoer a contractual
agreement between the institution and a hospital or other health care
provider;

The net proceeds from the disposition effected pursuant to Chapter 146,
Article 7, of any interest in real property owned by or under the supervision
and control of an institution if the interest in real property had first been
acquired by gift, devise, or bequest or through expenditure of moneys
defined in this subsectiofg)-as "trust funds," except the net proceeds from
the disposition of an interest real property first acquired by the institution
through expenditure of moneys received as a grant from a State agency;
Moneys received from the operation and maintenance of institutional forests
and forest farmlands, provided, that such moneyd bkalised, when used,

by the institution for support of forestlated research, teaching, and public
service programs;

Moneys received from an activity authorized by @&&58(b)(8)m., n., and

Moneys deposited to the State Education AsststaAuthority Fund
_ pursuant toG SL162093

ipvestment
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aYe,

geneFaHyThe Board may authorlze through the IR]‘eet that the chancellors mav dep05|t or
invest each institutide available trust fundash balances in interdstaring accounts and other

investments as may be authorized by the Boattdarexercise of its sound discretion, without
regard to any statut® rule of law relating to the investment of funds by fiduciaries

® The cash balances on hand as of June 30, 1978, and all future receipts accruing
thereafter, of funds identified inithsection are hereby appropriated to the use of the University
of North Carolina and its constituent institutions."

SECTION 9.6E.(b) G.S.116-37(e) reads as rewritten:

"(e) Financesi The University of North Carolina Health Care System shall be subject
the provisions of the State Budget Act, except for trust funds as provided i#16-35.1 and
G.S.11637.2. The Chief Executive Officer, subject to the board of directors, shall be
responsible for all aspects of budget preparation, budget executibrexpenditure reporting.

All operating funds of the University of North Carolina Health Care System may be budgeted
and disbursed through special fund codes, maintaining separate auditable accounts for the
University of North Carolina Hospitals at Chap#ll and the clinical patient care programs of

the School of Medicine of the University of North Carolina at Chapel Hill. All receipts of the
University of North Carolina Health Care System may be deposited directly to the special fund
codes, and excepbif General Fund appropriations, all receipts of the University of North
Carolina Hospitals at Chapel Hill may be invested pursuantGt&-147-69:2(b3).
G.S.116-37.2h).General Fund appropriations for support of the University of North Carolina
Hospitalsat Chapel Hill shall be budgeted in a General Fund code under a single purpose,
"Contribution to University of North Carolina Hospitals at Chapel Hill Operations" and be
transferable to a special fund operating code as receipts."

SECTION 9.6E.(c) G.S.116-37.2 reads as rewritten:

"8 11637.2. Regulation of University of North Carolina Hospitals at Chapel Hill Funds.

(@) Asused in this section, "funds" means:

1 Moneys, or the proceeds of other forms of property, received by the
University of North Caroha Hospitals at Chapel Hill as gifts, devises, or
bequests.

(2) Moneys received by the University of North Carolina Hospitals at Chapel
Hill pursuant to grants from, or contracts with, the United States government
or any agency or instrumentality thereof.

3) Moneys received by the University of North Carolina Hospitals at Chapel
Hill pursuant to grants from, or contracts with, any State agencies, any
political subdivisions of the State, any other states or nations or political
subdivisions thereof, or amyrivate entities whereby the University of North
Carolina Hospitals at Chapel Hill undertakes, subject to terms and conditions
specified by the entity providing the moneys, to conduct research, training,
or public service programs.

(4) Moneys received fim or for the operation by the University of North
Carolina Hospitals at Chapel Hill of any of its sslfpporting auxiliary
enterprises, including the Liability Insurance Trust Fund.

(5) Moneys received by the University of North Carolina Hospitals at €hap
Hill in respect to fees and other payments for services it renders in its
hospital and/or clinical operations.

(5a) Moneys received by the University of North Carolina Hospitals at Chapel
Hill in respect to borrowings for capital equipment or constomcprojects
to further services it renders in either or both of its hosmitatlinical
operations

(6) The net proceeds from the disposition effected pursuant to Article 7 of
Chapter 146 of the General Statutes of any interest in real property owned by
or under the supervision and control of the University of North Carolina
Hospitals at Chapel Hill if the interest in real property had first been
acquired by gift, devise, or bequest or through expenditure of moneys
defined in this subsection, except the meceeds from the disposition of an
interest in real property first acquired by the University of North Hospitals at
Chapel Hill through expenditure of moneys received as a grant from a State
agency.
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(b) The Board of Directors of the University of Noi@arolina Health Care System, as
established in G.2.16:37(b), is responsible for the custody and management of the funds of
the University of North Carolina Hospitals at Chapel Hill. The Board shall adopt uniform
policies and procedures applicable to theposit, investmentand administration of these
funds, which shall assure that the receipt and expenditure of such funds is properly authorized
and that the funds are appropriately accounted for. The Board may delegate authority, through
the Chief Executie Officer of the University of North Carolina Health Care System to the
President of the University of North Carolina Hospitals at Chapel Hill, when such delegation is
necessary or prudent to enable the University of North Carolina Hospitals at Chagel Hil
function in a proper and expeditious manner.

(c) Funds under thls secﬂmﬁa#be—depea%ed—m&h—the&a&e##easwenm%—shaﬂ hold
j Chapel Hill.
investment earninggiereenthereonare available for expenditure by the University of North
Carolina Hospitals at Chapel Hill without further authorization from the General Assembly.

(e) Funds uder this section are subject to the oversight of the State Auditor pursuant to
Article 5A of Chapter 147 of the General Statutes but are not subject to the provisions of the
Exeeutive-State Budget Act except for capital improvements projects, which shall b
authorized and executed in accordance Bit8-143-18-1G.S.143G8-8 andG.S.143C-8-9.

() The University of North Carolina Hospitals at Chapel Hill shall submit such reports
or other information concerning its fund accounts under this section abenaguired by the
Director—of-the BudgeBoard of Directors of the University of North Carolina Health Care
System

(9) Funds under this section, or the investment income therefrom, shall not take the
place of State appropriations or any part thereof,abyt portion of these funds available for
general institutional purposes shall be used to supplement State appropriations to the end that
the University of North Carolina Hospitals at Chapel Hill may improve and increase their
functions, may enlarge theareas of service, and may become more useful to a greater number
of people.

h

The Boardof Dlrectors of the Umversﬂy of North Carolina

Health Care Systermay deposﬁ or investhe funds under this sectiom interestbearing
accounts and other investments in the exercise of its sound discretion, without regard to any
statute or rule of law relating to the investment of funds by fiduciaries

UNC/INSTITUTIONAL EX PENDITURE BENCHMARKS
SECTION 9.6F.(a) G.S.116-31.10 reads as rewritten:

"811631.10. Powers of Board regarding certain purchasing contracts.

€) Notwithstanding G.S143-53.1 or G.S143-53(a)(2), the expenditure benchmark for
a special responsibility constituent institution with regard to comngebid procedures and the
bid value benchmark shall be an amount not greater than five hundred thousand dollars
($500,000). The Board shall set the benchmark for each institution from time to time. In setting
an institution's benchmark in accordancehwihis section, the Board shall consider the
institution's overall capabilities including staff resources, purchasing compliance reviews, and
audit reports. The Board shall also consult with the Director of the Division of Purchase and
Contract and the Dactor of the Budget prior to setting the benchmark.

(b) Each institution with an expenditure benchmark greater than two hundred fifty
thousand dollars ($250,000) shall comply with this subsection for any purchase greater than

he institutiors benchmark set by the Bodvdt
not greater than five hundred thousand dollars ($500,000). This institution shall submit to the
Division of Purchase and Contract for that Division's approval or other action deemed
necessarypy the Division a copy of all offers received and the institution's recommendation of
award or other action. Notice of the Division's decision shall be sent to that institution. The
institution shall then proceed with the award of contract or other admymmended by the
Division."
SECTION 9.6F.(b) This section becomes effective October 1, 2011.
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UNC ASSUME RESPONSIBLITY FOR QUALITY AC CEPTANCE INSPECTION
PROCESS
SECTION 9.6G.(a) G.S.14360 reads as rewritten:
"8 14360. Rules covering certain purposs.
The Secretary of Administration may adopt, modify, or abrogate rules covering the
following purposes, in addition to those authorized elsewhere in this Article:

1 Requiring reports by State departments, institutions, or agencies of stocks of
suppliesand materials and equipment on hand and prescribing the form of
such reports.

(2) Prescribing the manner in which supplies, materials and equipment shall be
delivered, stored and distributed.

(3) Prescribing the manner of inspecting deliveries of suppfeserials and
equipment and making chemicals and/or physical tests of samples submitted
with bids and samples of deliveries to determine whether deliveries have
been made in compliance with specificatiohl®wever,the provisions of
this subdivisionshal not apply to the constituent institutions ofhe
University of North Carolina. Théresident ofThe University of North
Carolina shallissueregulationsor guidelinesfor the conducting of quality
inspectionsby constituent institutiongo ensure that digeries have been
made in compliance with specifications.

4) Prescribing the manner in which purchases shall be made in emergencies.

5) Providing for such other matters as may be necessary to give effect to
foregoing rules and provisions of this Article

(6)  Prescribing the manner in which passenger vehicles shall be purchased.

Further, the Secretary of Administration may prescribe appropriate procedures necessary to
enable the State, its institutions and agencies, to obtain materials surplus or etheaable
from federal, State or local governments or their disposal agencies."
SECTION 9.6G.(b) This section becomes effective October 1, 2011.

NCSU MAY SELL TIMBER

SECTION 9.6H. Part 1 of Article 3A of Chapter 143 of the General Statutes is
amendedy adding a new section to read:
"8 14364.06 North Carolina State University may sell timber.

Notwithstanding any provision of this Part or Chapter 146 of the General Statutes, the
Board of Trustees of North Carolina State University may cause to leeedeand sold or
transferred timber from any unimproved timberlands owned by or allocated to the University
without involvement by the State Surplus Property Agency and without being required to pay
any service charge or surcharge to the State SurplugfBrofsigency. Any such severance
shall be reported to the Council of State through the State Property Office. The Board of
Trustees may delegate the authority set out above to responsible University officials. The
proceeds of any sales or transfers under gbction shall be used to support the management
of, and programming costs associated with, forest properties owned, allocated, or managed by
North Carolina State University

USE OF ESCHEAT FUND FOR NEED-BASED FINANCIAL AID PROGRAMS

SECTION 9.8.(a) There is appropriated from the Escheat Fund incomtheo
Board of Governors of The University of North Carolina the sum of twty million one
hundred twentytwo thousand two hundred fortwo dollars ($32,122,242) for the 202012
fiscal year and theusn of thirty-two million one hundred twentgwo thousand two hundred
forty-two dollars ($32,122,242) for the 20213 fiscal year to be used for The University of
North Carolina Nee®Based Financial Aid Program.

SECTION 9.8.(b) In addition to the appro@tion in subsection (a) of this section,
there is appropriated from the Escheat Fund income to the Board of Governors of The
University of North Carolina the sum of nindiye million two hundred thirtyone thousand
nine hundred twelve dollars ($95,23129 for the 20142012 fiscal year to be used for The
University of North Carolina NeeBased Financial Aid Program.

SECTION 9.8.(c) There is appropriated from the Escheat Fund income to the State
Board of Community Colleges the sum of sixteen million fluendred thousand dollars
($16,500,000) for the 2032012 fiscal year and the sum of sixteen million five hundred
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thousand dollars ($16,500,000) for the 2@1A 3 fiscal year to be used for community college
grants.

SECTION 9.8.(d) There is appropriateddm the Escheat Fund income to the
Department of Administration, Division of Veterans Affairs, the sum of six million five
hundred twenty thousand nine hundred sieiyr dollars ($6,520,964pr the2011-2012 fiscal
year and the sum of six million five hdred twenty thousand nine hundred sifdyr dollars
($6,520,9647or the20122013 fiscal year to be used for ndeabed student financial aid.

SECTION 9.8.(e) The funds appropriated by this section shall be allocated by the
State Educational Assistanc&uthority (SEAA) for neeebased student financial aid in
accordance with G.3.16B-7. If the interest income generated from the Escheat Fund is less
than the amounts referenced in this section, the difference may be taken from the Escheat Fund
principal b reach the appropriations referenced in this section; however, under no
circumstances shall the Escheat Fund principal be reduced below the sum required in
G.S.116B-6(f). If any funds appropriated under this section remain uncommitted for
needbased fiancial aid as of the end of a fiscal year, the funds shall be returned to the Escheat
Fund, but only to the extent the funds exceed the amount of the Escheat Fund income for that
fiscal year.

SECTION 9.8.(f) The State Education Assistance Authority sipaifform all of
the administrative functions necessary to implement this program of financial aid. The SEAA
shall conduct periodic evaluations of expenditures of the scholarship programs to determine if
allocations are utilized to ensure access to ingiitstiof higher learning and to meet the goals
of the respective programs. SEAA may make recommendations for redistribution of funds to
The University of North Carolina, Department of Administration, and the President of the
Community College System regarditheir respective scholarship programs, who then may
authorize redistribution of unutilized funds for a particular fiscal year.

SECTION 9.8.(g) The Office of State Budget and Management shall transfer the
cash balance of the community college grant @ogremaining in Budget Code 66801, Fund
6102, to the Escheat Fund.

UNC NEED-BASED FINANCIAL AID PROGRAM FUNDING SCHEDULE

SECTION 9.9.(a) Of the funds appropriated by this act for the 2@012 fiscal
year for The University of North Carolina Ne8ased khancial Aid Program, the sum of
fifty -nine million eight hundred fifynine thousand five hundred sixtwo dollars
($59,859,562)shall not be used for expenditures in the 22012 fiscal year but shall be
carried forward and held in reserve by the Stadeication Assistance Authority. The funds
carried forward and held in reserve pursuant to this subsection may be disbursed by the State
Education Assistance Authority after July 1, 2012, for Aseskd student financial aid in the
20122013 academic yean accordance with G.316B-7.

SECTION 9.9.(b) Of the funds appropriated by this act for the 2Q023 fiscal
year for The University of North Carolina NeB@sed Financial Aid Program, the sum of
fifty -nine  million eight hundred fifynine thousand fivehundred sixtytwo dollars
($59,859,562)shall not be used for expenditures in the 20023 fiscal year but shall be
carried forward and held in reserve by the State Education Assistance Authority. The funds
carried forward and held in reserve pursuanthis subsection may be disbursed by the State
Education Assistance Authority after July 1, 2013, for Aseskd student financial aid in the
20132014 academic year in accordance with G1%B-7.

CONSOLIDATE ASSETS OF MILLENNIUM TEACHIN G SCHOLARSHIP LOAN
PROGRAM AND PROSPECTIVE TEACHERS SCHOLAR SHIP LOAN FUND/
GIVE PRIORITY FOR SC HOLARSHIP LOANS FOR PROSPECTIVE TEACHERS
TO CERTAIN FORMER TE ACHER ASSISTANTS

SECTION 9.10.(a) Effective January 1, 2012, the Millennium Teaching
Scholarship Loan Program iba@ished.

SECTION 9.10.(b) All financial obligations to any student awarded a scholarship
loan from the Millennium Teaching Scholarship Loan Program before January 1, 2012, shall be
fulfilled with funds from the Scholarship Loan Fund for Prospective Texaakstablished under
G.S.116-209.33, provided the student remains eligible under the provisions of the Millennium
Teaching Scholarship Loan Program. All contractual agreements between a student awarded a
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scholarship loan from the Millennium Teaching Selnship Loan Program before January 1,
2012, and the State Education Assistance Authority regarding the loan remain enforceable.
SECTION 9.10.(c) The assets and liabilities for the Millennium Teaching
Scholarship Loan Program shall be transferred asaisllo
(2) Five hundred thousand dollars ($500,000) shall be transferred to the Escheat
Fund on July 1, 2011.
(2)  The remaining balance of the assets and liabilities shall be transferred to the
Scholarship Loan Fund for Prospective Teachers established under
G.S.116-:209.33 on January 1, 2012.
SECTION 9.10.(d) Notwithstanding the provisions of G.816209.33 or any
other provision of law, when awarding scholarship loans under 1&65209.33, the State
Education Assistance Authority shall give priority toyaapplicant who qualifies for a
scholarship loan under G.$16-209.33 if the applicant was formerly employed as a teacher
assistant at a public school in North Carolina but lost his or her teacher assistant position in the
State public school system agegult of a reduction in force.

LIMIT CERTAIN FINANC IAL AID GRANTS TO TH E TRADITIONAL TIME

PERIOD REQUIRED TO EARN A BACCALAUREATE DEGREE

SECTION 9.11.(a) Article 1 of Chapter 116 of the General Statutes is amended by
adding a new section to read:

"8 116-25.1. Limit receipt of The University of North Carolina needbasedfinancial aid

grants to traditional time period required to earn baccalaureate degree.

(a) Except as otherwise provided by this section, a student shall not receive a grant
from The Unversity of North Carolina NeeBased Financial Aid Program for more than nine
full-time academic semesters, or its equivalent if enrolledtipaet unless the student is
enrolled in a program officially designated by the Board of Governors as-ge@reegree
program. If a student is enrolled in such a f&ar degree program, then the student shall not
receive a need-based grant from The University of North Carolina Need-Based Financial Aid
Program for more than 11 fetiime academic semesters or itgivalent if enrolled paftime.

(b) Upon application by a student, the student may receive a grant for one additional
parttime or fulttime academic semester as appropriate, if the student demonstrates that any of
the following have substantially disrgot or interrupted the studénpursuit of a degree: (i) a
military service obligation, (i) serious medical debilitation, (ii) a skertn or longterm
disability, or (iv) other extraordinary hardship, including inability to enroll in the appropriate
courses due to reduced course offerings. The Board of Governors shall establish the appropriate
procedures to implement the additional semester extension provided by this sulisection.

SECTION 9.11.(b) The Fiscal Research Division, in cooperation with The
University of North Carolina, the North Carolina Community College System, the North
Carolina Independent Colleges and Universities, Inc., and the State Education Assistance
Authority shall study how to track and document the receipt of The University dh Nor
Carolina needased grants, North Carolina Community College #Amsestd grants, and the
private institutions of higher education ndeased scholarships by students who enroll in both
public and private institutions of higher education while pursuibgcetalaureate or associate
degree so that no student receives a combination of these grants or scholarships that exceeds a
cumulative total of nine fultime academic semesters or 11 -tithe academic semesters as
appropriate. In addition, the study dh@) consider the need to grant a waiver to the limit
imposed on receipt of nedzhsed grants or scholarships for those students who encounter
legitimate disruptions or interruptions of the academic pursuit of a degree and (ii) determine the
appropriate kteria and procedure for extending the eligibility to receive those types of
financial aid for an additional period of time. The study shall also examine any potential impact
on college completion rates.

The Fiscal Research Division shall report its fmgd and recommendations,
including any legislative recommendations, by March 1, 2012, to the Joint Legislative
Education Oversight Committee and to the Education Appropriation Subcommittees of the
House of Representatives and the Senate.

SECTION 9.11.(c) Subsection (a) of this section is effective for the 20023
academic year and each subsequent fiscal year.

ACADEMIC COMMON MARK ET
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SECTION 9.12.(a) Notwithstanding G.S11643.10, the Board of Governors of
The University of North Carolina shall not paipate in the Academic Common Market for the
purpose of accepting new students for the 22AP3 academic year, and no new students shall
be allowed to enroll through the Academic Common Market program into The University of
North Carolina graduate progns for the 20122013 academic year.

SECTION 9.12.(b) This section does not affect a student enrolled in The
University of North Carolina System under the Academic Common Market program prior to
the 20122013 academic year; that student may continue tarp&jate tuition as long as the
student is enrolled in that graduate program.

ELIMINATE PRIVATE ME DICAL SCHOOL AID
SECTION 9.14. G.S.11621.6 is repealed.

TRANSFER NORTH CAROLINA ARBORETUM RESPONSIBILITIES TO

WESTERN CAROLINA

SECTION 9.15.(a) G.S.116-242 reads as rewritten:

"8 116242. Administration of Arboretum; acceptance of gifts and grants.

The Arboretum shall be administered by The University of North Caraldhrough the
Board of Directors established in G19.6243. State funds for thadministration of the
Arboretum shall be appropriated to The University of North CardimatheUniversity—of
Nerth-Carelina-at-Ashevillefhefor Western Carolina University to administer on behalf of the
arboretum. ThéNorth Carolina Arboretum and THéniversity of North Carolina may receive
gifts and grants to be used for development or operation of the Arboretum."

SECTION 9.15.(b) G.S.116-243 reads as rewritten:

"8 116243. Board of directors established; appointments.

A board of directors to gowverthe operation of the Arboretum is established, to be
appointed as follows:

1 Two by the Governor, initially, one for a twear term, and one for a
four-year term. Successors shall be appointed foryear terms.

(2) Two by the General Assembly, it@rdance with G.9.20-121, upon the
recommendation of the President Pro Tempore of the Senate, initially, one
for a twoyear term, and one for a foyear term. Successors shall be
appointed for fowyear terms.

(3) Two by the General Assembly, in accande with G.S120-121, upon the
recommendation of the Speaker of the House of Representatives, initially,
one for a tweyear term, and one for a foyear term. Successors shall be
appointed for fowyear terms.

(4) The President of The University of NbrtCarolina or the President's
designee to serve ex officio.

(4a) Two by the President of The University of North Carolina. Members shall be
appointed for fouyear terms except that the initial terms shall be as
provided otherwise by law.

%

€6
(7)

clubsMembers shall be appointed for feygar termsexcept that the initial

terms shall be as otherwise providsdliaw.
(8)  The executive director of the Arboretuamd-the-Executive-\Vice-President of

Western-Nerth-Carelina-Development-Asseciatahiall serve ex officio as

[ honvoting member of the

Board of Directors.
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9) The President of The North Carolina Arboretum Society, Inc., to serve ex
officio.

All appointed members may serve two full feqgar terms following the initial
appointment and then may not be reappointed until they have been absent for at least one year.
Members serve until their successors have been appointed. Appointees to fill vacancies serve
for the remainder of the unexpired term. Vacancies in appointments made by the General
Assembly shall be filled in accordance with GL30-122. Initial terms begi Juhy-1,-1986]July
1,2011.

The ehairman—of-the-beard-of-directoGhair of the Board of Directorshall be elected
biennially by majority vote of the directors.

The exeeutive—directoExecutive Directorof the Arboretum shall report to tHesard-of
diregorsPresident of The University of North Carolina or the Presigl@@signee and to the
Board of Directors.

SECTION 9.15.(c) G.S.116-244 reads as rewritten:

"8 116244. Duties of board of directors.

The beard-of-directordBoard of Directorsof the Aboretum has the following duties and
responsibilities:

(2) Development of the policies and procedures concerning the use of the land
and facilities being developed as part of the Western North Carolina
Arboretum, Inc.;

(2)  Approval of plans for any buildgs to be costructed on thé&cility;

3) Maintenance and upkeep of buildings and all properties;

(4)  Approval of permanent appointments to the staff of the Arboretum;

(5) Recommendations to the General Administration of candidatesémtive
directorExecutive Directoof the Arboretum;

(6) Recommendations to the General Administration for necessary termination
of the exeeutive—directorExecutive Directoror other personnel of the
Arboretum;

(7)  Ensurance of appropriate liaison between the Arboretunthend. S. Forest
Service,the National Park Servidbe-Western-North-Carolina-Arboretum,
+nc—The North Carolina Arboretum Society, Inc., Bent Creek Institute, Inc.,
Centers for Environmental dn Climatic Interactlon Inc., RNAA
Cooperative Institute foClimate and Satellitesand otherscientific_and
economic developant agencies and organizations of interest to and
involved in the work at the Arboretum;

(8) Development of various policies and directives, including the duties of the
executive—director;Executive Directar to be prepared jointly by the
members of thebeard—of—directors—and-the—executive—dire@ogrd of
Directors and the Executive Director;

(9)  Approval of annual expenditures and budget requests to be submithe to
Beard—oef—Geoverner§he  University of North Carolina General
Administration.

The board—ofdirectorsBoard of Directorsshall meet at least twice a year, and more
frequently on the call of thehairmanChair or at the request of at least 10 members of the
beard-Board. Meetings shall be held at the Arboretutiie-University-ef-Nerth-Carolina-at
Asheville,—orWestern—Carelina—Universiiyly campus of a constituent institution of The
University of North Carolina, or at other public locations in support of the Arboretum mission

ard purposes.

SECTION 9.15.(d) Effective July 1, 2011, the President of The University of

North Carolina shall appoint one member pursuant to TA&243(4a) as enacted by
subsection (b) of this section to serve an initial term of two years to end R0¢3,,and one
member to serve an initial term of four years to end July 1, 2015; successors shall be appointed
to fouryear terms as provided by GH.6243. Effective July 1, 2011, the Board of
Governors of The University of North Carolina shall appaine of the new members to be
added to Board of Directors pursuant to @.85-243(7) as amended by subsection (b) of this
section to serve an initial term of two years to end July 1, 2013, and the other new member to
be added to serve an initial termfolir years to end July 1, 2015; successors shall be appointed

to four year terms as provided by G136-243.
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SPECIAL RESPONSIBILI TY CONSTITUENT INSTI TUTION AUDITS
SECTION 9.16. Article 1 of Chapter 116 of the General Statutes is amended by
adding a nevgection to read:
"8 11630.8. Special responsibility constiuent institutions: annual audit by State Auditor
or _certified public accountant
Eachspecial responsibility constituent institutigmall be auditedannually.The Chancellor
of the special respwibility constituent institutiormay use State funds toontract with the
State Auditor _or with a certified public accountand perform the auditThe audit shall be
provided to the Chancellor and Board of Trustees of the special responsibility imstithe
Board of Governors of The University of North Carolina, and the State Auditor. The audit shall
also be included in the Sta€omprehensive Annual Financial Report (CAFR).
The Board of Governors of The University of North Carolstzall ensure thiaall special
responsibility constituent institutiomse audited in accordance with this section.

NEED-BASED SCHOLARSHIPS FOR STUDENTS ATTENDING PRIVATE
INSTITUTIONS OF HIGH ER EDUCATION
SECTION 9.18.(a) Chapter 116 of the General Statutes is amendeadding a
new Article to read:
"Article 34.
"NeedBased Scholarships for StudeAttending Private Institutions of Higher Education
"8 116280. Definitions.
The following definitions apply to this Article:

(1) Academic yeari A period of time in whicha student is expected to
complete the equivalent of at least two semestethree quarteracademic
work.

(2)  Authority. T The State Education Assistance Authority created by Article 23
of Chapter 116 of the General Statutes.

3) Eligible private postecondary institutioni A school that isany of the
following:

a. A nonprofit postsecondaneducational institution with a main
permanent campus located in this State that is not owned or operated
by the State of North Carolina or by an agency or political
subdivision of the State or by any combination thereof that satisfies
all of the following:

1. Is accredited by the Southern Association of Colleges and
Schools under the standards of the College Delegate
Assembly of the Association or by the New England
Association of Schools and Colleges through its Commission
on Institutions of Higher Education.

2. Awards a postsecondary degree as definésl $1116-15.

b. A postsecondaryinstitution owned or operated by a hospital
authority as defined inG.S.131E16(14) or school of nursing
affiliated with anonprofit postsecondargducationalinstitution as
defined insub-subdivision aof this subsection.

(4) Main permanent campus A campus owned by theligible private
postsecondary itisution that provides peranent orpremises housing, food
services, and classrooms with ftithe faculty members and administration
that engages in postsecondary degree activity as defire®bihl16-15.

(5)  Matriculated statud. Being recognized as a student in a defined progrh
study leading to a degree, diploma, or certificate atebaible private
postsecondary itisution.

(6)  Scholarshipi A scholarship for education awarded under this Article.

(7)  Title IV. 1 Title IV of the Higher Education Act of 1965, as amendedl, 2
U.S.C. 8 1070, et seq.

"8 116281. Eligibility requirements for scholarships

In order to be eligible to receivascholarshipinder this Article, a student seeking a degree,
diploma, or certificate at amligible private postsecondary titation must meet all of the
following requirements:
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1) Only needy North Carolina students are eligible to recsgitielarships For
purposes of this subsectioneedy North Carolina studehtsre those
eligible students whose expected family contribution under #uerél
methodology does not exceed five thousand dollars ($5,000).

The student must meet all other eligibility requirements for the federal Pell
Grant, with the exception of the expected family contribution.

The student must qualify as a legal desit of North Carolina and as a
resident for tuition purposes in accordance with definitions of residency that
may from time to time be adopted by the Board of Governors and published
in the residency manual of the Board of Governors.

(4) The student mugheet enrollment standards by being admitted, enrolled, and
classified as an undergraduate student in a matriculated statuglagilze
private postsecondary institution

(5) In order to continue to be eligible farscholarshigor the studers second
and subsequent academic years, the student must meet achievement
standards by maintaining satisfactory academic progress in a course of study
in_accordance with the standards and practices used for federal Title IV
programs by theeligible private postsecmlary institutionin _which the
student is enrolled.

(6) A studentshall not receivea scholarshipunder this Article for more than
four full academic years.

"8 116282. Scholarshipamounts; amounts dependent oavailability of funds.

(a) Subject to thewsm appropriated by the General Assembly for an academic year to
be awarded as scholarships under this Articleclmlarship awarded under this Article to a
student at an eligiblprivate postsecondary institution shall be based upon the enrollment status
and expected family contribution of the student and shall not exceed four thousand dollars
($4,000) per academic year, including any federal Pell Grant, to be used for the costs of
attendance as defined for federal Title IV programs.

(b) Subject to the mamum amounts provided in this section, the Authority shall have
the power to determine the actual scholarship amounts disbursed to students in any given year
based on theum appropriatedor purposes of this Articldy the General Assembly for that
acadent yearand any unexpended funds that may be available pursu@ntth16-83. If the
sum appropriateds not sufficient tofully fund the scholarships to the maximum amount, all
scholarships shall be reduced equally, to the extent practicable, soghatkgible applicant
shall receive a proportionate scholarship amount.

(c) The minimum award of a scholarship under this Article shall be one hundred dollars
($100.00).

"8 116283. Administration; unexpendedscholarship funds do not revert

(a) The schtarships provided for in this Article shall be administered by the Authority
under rules adopted by the Authority in accordance with the provisions of this Article.

(b) The Authority may use up to one and draf percent (1.5%) of the funds
appropriateddr scholarships under this Artider administrative purposes.

(© Scholarship funds unexpended shall remain available for future scholarships to be
awarded under this Article.

SECTION 9.18.(b) G.S.115G499.1(3) reads as rewritten:

"8 115G499.1. Defiitions.
The following definitions apply to this Article:

B B

é
3) Eligible postsecondary institution.A school that is:

a. A constituent institution of The University of North Carolina as
defined in G.S116-2(4); or
A community college as defined &S-315B-2(2}G.S.115D-2(2).

b.
&
&
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SECTION 9.18.(c) G.S.11619, 11620, 11621, 11621.1, 11621.2, 11621.3,
11621.4, 11622, and 11613.5 are repealed.

SECTION 9.18.(d) The State Education Assistancetiarity shall report no later
than June 1, 2013, to the Joint Legislative Education Oversight Committee regarding the
implementation of this section. The report shall contain, for the-2013 academic year, the
amount of scholarship and grant money disbd, the number of students eligible for the
funds, the number of eligible students receiving the funds, and a breakdown of the eligible
private postsecondary institutions that received the funds.

SECTION 9.18.(e) G.S.90-332.1(a)(4a) reads as rewritten:

"(@) Itis not the intent of this Article to regulate members of other regulated professions
who do counseling in the normal course of the practice of their profession. Accordingly, this
Article does not apply to:

e

(4a) Any person counseling within thecape of employment at: (i) a local
community college as defined in GHE5D-2(2); (ii) a public higher
education institution as defined in G13.62(4); or (i) a—private—higher
education-institution-as-defined &S.-116-22(1). a nonprofit postsecondga
educational institution as described ®S.116-80 that is not a seminary,
Bible school, Bible college, or similagligiousinstitution'

SECTION 9.18.(f) G.S.105278.4(a) reads as rewritten:

"(@) Buildings. T Buildings, the land they actually ocoypand additional land
reasonably necessary for the convenient use of any such building shall be exempted from
taxation if all of the following requirements are met:

(2) Owned by either of the following:

An educational institution; or

b. A nonprofit entty for the sole benefit of a constituent or affiliated
institution of The University of North Carolinan—institution—as
defined—in-G-S-11622,—a nonprofit postsecondary educational
institution as described i6.S.116-80 that is not a seminary, Bible
school, Bible college, or similareligious institution _a North
Carolina community college, or a combination of these;

ée. "
SECTION 9.18.(g) G.S.11611(10a) reads as rewritten:
"(10a) The Board of Governors, the State Board of Community Colleges, and the
State Board of Educatlon in consultation wphvate—higher—edueation
-honprofit postsecondary educational
institutionsshall plan a system to prowde an exchange of information among
the public schools and institahs of higher education to be implemented no
later than June 30, 1995. As used in this section, "institutions of higher
education” shalmeanmean(l) public higher educatlon institutions defined
in G.S.116-143.1(a)(3), an
(i) those nonprofit postsecondary educational
institutions as_described inG.S.116:80 that are not seminaries, Bible
schools, Bible college®r similar religious institutions andthat choose to
participate in thenformation exchange. The information shall include:

a. The number of high school graduates who apply to, are admitted to,
and enroll in institutions of higher education;
b. College performance of high school graduates for the year

immediately following hgh school graduation including each
student's: need for remedial coursework at the institution of higher
education that the student attends; performance in standard freshmen
courses; and continued enrollment in a subsequent year in the same
or another instution of higher education in the State;

C. The progress of students from one institution of higher education to
another; and
d. Consistent and uniform public school course information including

course code, name, and description.
The Department of Publitnstruction shall generate and the local school
administrative units shall use standardized transcripts in an automated
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format for applicants to higher education institutions. The standardized
transcript shall include grade point average, class rankpkeoourse test
scores, and uniform course information including course code, name, units
earned toward graduation, and credits earned for admission from an
institution of higher education. The grade point average and class rank shall
be calculated by a stdard method to be devised by the institutions of
higher education.

The Board of Governors shall coordinate a joint progress report on the
implementation of the system to provide an exchange of information among
the public and independent colleges and ersities, the community
colleges, and the public schools. The report shall be made to the Joint
Legislative Education Oversight Committee no later than February 15, 1993,
and annually thereafter."

SECTION 9.18.(h) G.S.143-49(6) reads as rewritten:

"(6) To make available to nonprofit corporations operating charitable hospitals,
to local nonprofit community sheltered workshops or centers that meet
standards established by the Division of Vocational Rehabilitation of the
Department of Health and Human Seesacto private nonprofit agencies
licensed or approved by the Department of Health and Human Services as
child placing agencies, residential chddre facilities, private nonprofit
rural, community, and migrant health centers designated by the Office of
Rural Health and Resource Development, to private higher education
institutions that arelefined-asinstitutions—in-G-S-116-22(1)described as
nonprofit postsecondary educational institution$u$.116-80 that are not
seminariesBible schools, Bibleolleges or similar religious institutionand
to counties, cities, towns, local school administrative units, governmental
entities and other subdivisions of the State and public agencies thereof in the
expenditure of public funds, the services of the &@®&pent of
Administration in the purchase of materials, supplies and equipment under
such rules, regulations and procedures as the Secretary of Administration
may adopt. In adopting rules and regulations any or all provisions of this
Article may be made gticable to such purchases and contracts made
through the Department of Administration, and in addition the rules and
regulations shall contain a requirement that payment for all such purchases
be made in accordance with the terms of the contract.”

SECTION 9.18.(i) Subsections (a), (d), and (i) of this section become effective

July 1, 2011. Article 34 of Chapter 116 of the General Statutes, as enacted by subsection (a) of
this section, applies to the 202013 academic year and each subsequent acadeanic ye
except that the rulenaking authority for the State Education Assistance Authority under
G.S.116-83(a) becomes effective immediately on July 1, 2011. Subsections (b), (c), (e), (f),
(9), and (h) of this section become effective July 1, 2012.

CONSTITUENT INSTITUTIONS MA'Y PURCHASE MOTOR VEHICLES
INDEPENDENT OF MOTOR FLEET MANAGEMENT
SECTION 9.19. G.S.143341(8)i.3. reads as rewritten:
"8 143341. Powers and duties of Department.
The Department of Administration has the following powers and duties:

(8) General Services:

I. To establish and operate a central motor pool and such subsidiary
related facilities as the Secretary may deem necessary, and to that
end:

3. To require on a schedule determined by the Department all
State agencies to transfewnership, custody or control of
any or all passenger motor vehicles within the ownership,
custody or control of that agency to the Department, except
those motor vehicles under the ownership, custody or control
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of the Highway Patrel—erPatrol, the State Bureau of
tavestigationlnvestigation, or the constituent institutions of
The University of North Carolinavhich are used primarily
for law-enforcement purposes, and except those motor
vehicles under the ownership, custody or control of the
Department of @me Control and Public Safety for Butner
Public Safety which are used primarily for l@mforcement,
fire, or emergency purposes.”

PART X. DEPARTMENT O F HEALTH AND HUMAN S ERVICES

CHILD CARE SUBSIDY R ATES

SECTION 10.1.(a) The maximum gross annual incorher initial eligibility,
adjusted biennially, for subsidized child care services shall be sefanpercent (75%) of the
State median income, adjusted for family size.

SECTION 10.1.(b) Fees for families who are required to share in the cost of care
shall be established based on a percent of gross family income and adjusted for family size.
Fees shall be determined as follows:

FAMILY SIZE PERCENT OF GROSS FAMILY INCOME
1-3 10%
4-5 9%
6 or more 8%.

SECTION 10.1.(c) Payments for the purchase of child easervices for

low-income children shall be in accordance with the following requirements:

(2) Religioussponsored child care facilities operating pursuant to G.8106
and licensed child care centers and homes that meet the minimum licensing
standardghat are participating in the subsidized child care program shall be
paid the onestar county market rate or the rate they charge privately paying
parents, whichever is lower, unless prohibited by Section 10.7(g) of this act.

(2) Licensed child care centeeand homes with two or more stars shall receive
the market rate for that rated license level for that age group or the rate they
charge privately paying parents, whichever is lower, unless prohibited by
Section 10.7(g) of this act.

3) Nonlicensed homeshall receive fifty percent (50%) of the county market
rate or the rate they charge privately paying parents, whichever is lower.

4) No payments shall be made for transportation services or registration fees
charged by child care facilities.

5) Payments dr subsidized child care services for postsecondary education
shall be limited to a maximum of 20 months of enroliment.

(6) The Department of Health and Human Services shall implement necessary
rule changes to restructure services, including, but notelihtid, targeting
benefits to employment.

SECTION 10.1.(d) Provisions of payment rates for child care providers in counties

that do not have at least 50 children in each age group for d=ded and homreased care
are as follows:

(1) Except as applicablin subdivision (2) of this subsection, payment rates
shall be set at the statewide or regional market rate for licensed child care
centers and homes.

(2) If it can be demonstrated that the application of the statewide or regional
market rate to a countyith fewer than 50 children in each age group is
lower than the county market rate and would inhibit the ability of the county
to purchase child care for leimcome children, then the county market rate
may be applied.

SECTION 10.1.(e) A market rate shalbe calculated for child care centers and

homes at each rated license level for each county and for each age group or age category of

enrollees and shall be representative of fees charged to parents for each age group of enrollees

within the county. The D@ision of Child Development shall also calculate a statewide rate and
regional market rates for each rated license level for each age category.
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SECTION 10.1.(f) Facilities licensed pursuant to Article 7 of Chapter 110 of the
General Statutes and facilgieoperated pursuant to GI.0106 may participate in the
program that provides for the purchase of care in child care facilities for minor children of
needy families. Except as authorized by Section 10.7(g) of this act, no separate licensing
requirementsshall be used to select facilities to participate. In addition, child care facilities
shall be required to meet any additional applicable requirements of federal law or regulations.
Child care arrangements exempt from State regulation pursuant to Aro€¢l€hapter 110 of
the General Statutes shall meet the requirements established by other State law and by the
Social Services Commission.

County departments of social services or other local contracting agencies shall not
use a provider's failure to complith requirements in addition to those specified in this
subsection as a condition for reducing the provider's subsidized child care rate.

SECTION 10.1.(g) Payment for subsidized child care services provided with Work
First Block Grant funds shall compWith all regulations and policies issued by the Division of
Child Development for the subsidized child care program.

SECTION 10.1.(h) Noncitizen families who reside in this State legally shall be
eligible for child care subsidies if all other conditioat eligibility are met. If all other
conditions of eligibility are met, noncitizen families who reside in this State illegally shall be
eligible for child care subsidies only if at least one of the following conditions is met:

(1) The child for whom a chd care subsidy is sought is receiving child

protective services or foster care services.

(2) The child for whom a child care subsidy is sought is developmentally

delayed or at risk of being developmentally delayed.

(3) The child for whom a child care suddg is sought is a citizen of the United

States.

CHILD CARE ALLOCATIO N FORMULA

SECTION 10.2.(a) The Department of Health and Human Services shall allocate
child care subsidy voucher funds to pay the costs of necessary child care for minor children of
nealy families. The mandatory thirty percent (30%) Smart Start subsidy allocation under
G.S.143B-168.15(g) shall constitute the base amount for each county's child care subsidy
allocation. The Department of Health and Human Services shall use the followihgdn
when allocating federal and State child care funds, not including the aggregate mandatory thirty
percent (30%) Smart Start subsidy allocation:

(2) Funds shall be allocated to a county based upon the projected cost of serving
children under age 11 families with all parents working who earn less than
seventyfive percent (75%) of the State median income.

(2) No county's allocation shall be less than ninety percent (90%) of its State
fiscal year 20042002 initial child care subsidy allocation.

SECTION 10.2.(b) The Department of Health and Human Services may reallocate
unused child care subsidy voucher funds in order to meet the child care needsrmolme
families. Any reallocation of funds shall be based upon the expenditures of all child care
sulsidy voucher funding, including Smart Start funds, within a county.

SECTION 10.2.(c) Notwithstanding subsection (a) of this section, the Department
of Health and Human Services shall allocate up to twenty million dollars ($20,000,000) in
federal block grat funds and State funds appropriated for fiscal years -2012 and
20122013 for child care services. These funds shall be allocated to prevent termination of
child care services. Funds appropriated for specific purposes, including targeted market rate
adjustments given in the past, may also be allocated by the Department separately from the
allocation formula described in subsection (a) of this section.

CHILD CARE FUNDS MAT CHING REQUIREMENT

SECTION 10.3. No local matching funds may be required by thep&rtment of
Health and Human Services as a condition of any locality's receiving its initial allocation of
child care funds appropriated by this act unless federal law requires a match. If the Department
reallocates additional funds above twefitye thousand dollars ($25,000) to local purchasing
agencies beyond their initial allocation, local purchasing agencies must provide a twenty
percent (20%) local match to receive the reallocated funds. Matching requirements shall not
apply when funds are allocatbdcause of a disaster as defined in G6BA-4(1).
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CHILD CARE REVOLVING LOAN

SECTION 10.4. Notwithstanding any law to the contrary, funds budgeted for the
Child Care Revolving Loan Fund may be transferred to and invested by the financial institution
cortracted to operate the Fund. The principal and any income to the Fund may be used to make
loans, reduce loan interest to borrowers, serve as collateral for borrowers, pay the contractor's
cost of operating the Fund, or pay the Department's cost of acerimisthe program.

EXPIRATION OF EARLY EDUCATION CERTIFICAT ION REQUIREMENT
SECTION 10.4A. Section 2 of S.L. 202278 reads as rewritten:
"SECTION 2. This act is effective when it becomaswlaw and expiregduly 1, 2011"

EARLY CHILDHOOD EDUC ATION AND DEVELOPMENT INITIATI VES
ENHANCEMENTS
SECTION 10.5.(a) Effective July 1, 2011, the North Carolina Partnership for
Children, Inc., is dissolved, and the Department of Health and Human Services, Division of
Child Development, shall administer the local parships' funding. The Division of Child
Development shall do the following:
Q) Develop a plan to allocate the North Carolina Partnership for Children, Inc.,
funds to local partnerships.
(2) Establish guidelines for the use of funds.
3) Review and approviecal partnerships' plans for use of funds.
(4) Create a reporting and evaluation system regarding use of the funds.
The Department shall report on the plan to the Senate Appropriations Committee on
Health and Human Services, the House of Representaippopriations Subcommittee on
Health and Human Services, and the Fiscal Research Division no later than December 1, 2011.
SECTION 10.5.(al) G.S.120-123(69) reads as rewritten:
"8 120123. Service by members of the General Assembly on certain boards and
commissions.
No member of the General Assembly may serve on any of the following boards or
commissions:

é
(69) Fhe North—Carolina—Parthership—for—ehildren,—Aay local partnerships
established pursuant to Part 10B of Article 3 of Chapter 143B of ther&e

S%a%u%es—and—atHeeaLp&ﬁnermp&estabhshed—p{%uanm%Staanes

SECTION 10.5.(b) G.S.143B-168.11 reads as rewritten:

"8 143B168.11. Early childhood initiatives; purpose; definitions.

(@) The purpose of this Part is to establa framework whereby the General Assembly,
upon consultation with the Governor, may support through financial and-eib@rs-the
Nenh—earehna—PartFreFSMp%FGh#dmn—m(:—ea{dnpambleneanﬁocal partnerships, which
have as their missions thevaéopment of a comprehensive, lerange strategic plan for early
childhood development and the provision, through public and private means, afuaiiy
early childhood education and development services for children and families. It is the intent of
the General Assembly that communities be given the maximum flexibility and discretion
practicable in developing their plans while remaining subject to the approval életitle
Carolina—Partnershipepartment of Health and Human Services, Division of Child
Developmentand accountable to tHéerth-Carelina—-ParthersHipvision and to the General
Assembly for their plans and for the programmatic and fiscal integrity of the programs and
services provided to implement them.

(b)  The following definitions apply ithis Part:

ina
—Ac.

(2)  Departmenti The Department of Health and Human Services.

(2a) Division. i The Division of Child Development within the Department of
Hedth and Human Services.

2a)2b) Early Childhoodi Birth through five years of age.

3) Local Partnershipi A county or regional private, nonprofit 501(c)(3)
organization established to coordinate a local demonstration project, to
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4
(5)

provide ongoing analyseof their local needs that must be met to ensure that
the developmental needs of children are met in order to prepare them to
begin school healthy and ready to succeed, and, in consultation with the
Nerth-CarolinaParthrersHipvision and subject to the apoval of theNerth
Carolina—Partnershipjvision, to provide programs and services to meet
these needs under this Part, while remaining accountable for the
programmatic and fiscal integrity of their programs and services tddba
G&F@Jma—llaﬁne#smamsmn

Seéretaryl The Secretary of Health and Human Services."

SECTION 10.5.(c) G.S.143B-168.12 reads as rewrltten

"8§ 143B168.12.

- = fens-Conditions for

receipt of State funds.

(@) In order to receive State funds, the following conditions shall be met:

&
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(2)

3)

The Neﬁh—@am%a—%mhiand—thelocal partrerships shall agree to
adopt procedures fats-their operations that are comparable to those of

Article 33C of Chapter 143 of the General Statutes, the Open Meetings Law,
and Chapter 132 of the General Statutes, the Public Records Law, and
provide for enbrcement by the Department. The procedures may provide for
the confidentiality of personnel files comparable to Article 7 of Chapter 126
of the General Statutes.

The Nerth-Carelina—PartnrersHipvision shall oversee the development and
implementation othe local demonstration projects as they are selected and
shall approve the ongoing plans, programs, and services developed and
implemented by the local partnerships and hold the local partnerships
accountable for the financial and programmatic integrfitthe programs and
services. ThéNerth-Carelina-PartnersHivision may contractt-the-State
levelon behalf of local partnerships obtain services or resources when the

Nerth-Carolina—PartrersHipvision determines it would be more efficient to

do so.
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(4)

(5)

(6)

(7)

(8)

In the event that thilerth-Carelina-PartnersHipvision determines that

a local partnership is not fulfilling its mandate to provide programs and
services designed to meet the developmental needs of children in order to
prepare them to begin school heglind ready to succeed and is not being
accountable for the programmatic and fiscal integrity of its programs and
services, théNerth-Carelina—PartnersHipvision may suspend all funds to

the partnership until the partnership demonstrates that these sdafect

corrected. Further, at its discretion, tRerth-Carelina—ParthersHijvision

may assume the managerial respon5|b|I|t|es for the partnership's programs

and services until thblerth-Carelina-PartnersHivision determines that it

is appropriate to ratn the programs and services to the local partnership.

The Nerth—Carelina—ParthersHipvision shall develop and implement a

comprehensive standard fiscal accountability plan to ensure the fiscal
integrity and accountability of State fundpprepriatede-it-andallocatedto
the local partnerships. The standard fiscal accountability plan shall, at a
minimum, include a uniform, standardized system of accounting, internal
controls, payroll, fidelity bonding, chart of accounts, and contract
management and anitoring. TheNerth-Carelina—ParthersHipvision may
contract with outside firms to develop and implement the standard fiscal
accountability plan. All local partnerships shall be required to participate in
the standard fiscal accountability plan developad adopted by thierth
CarelinaPartnershipivision pursuant to this subdivision.
The Nerth-CarelinaPartrersHipvision shall develop a regional accounting
and contract management system which incorporates features of the required
standard fiscal@ountability plan described in subdivision (4)sebsection
{a)y-of-this—sectioithis subsectionAll local partnerships shall participate in
the regional accounting and contract management system.
The Nerth—Carelina—PartnersHipvision shall developa formula for
allocating direct services funds appropriated for this purpose to local
partnerships.
The Nerth-CarolinaPartrersHipvision may adjust its allocations by up to
ten percent (10%) on the basis of local partnerships' performance
assessmentsin determining whether to adjust its allocations to local
partnerships, thélerth-Carelina-PartrersHpvision shall consider whether
the local partnerships are meeting the outcome goals and objectives of the
)vision and the gals and objectives set forth by
the local partnerships in their approved annual program plans.

The Nerth—Carelina—PartnrersHipvision may use additional factors to
determine whether to adjust the local partnerships' allocations. These
additional factors sl be developed with input from the local partnerships
and shall be communicated to the local partnerships when the additional
factors are selected. These additional factors may include board
involvement, family and community outreach, collaboration amuaungjic
and private service agencies, and family involvement.

On the basis of performance assessments, local partnerships annually
shall be rated "superior", "satisfactory”, or "needs improvement"”.

The Nerth-CarolinaParthersHipvision may contract with otside firms

to conduct the performance assessments of local partnerships.

The Nerth-Carolina—ParthersHipvision shall establish a local partnership
advisory committee comprised of 15 members. Eight of the members shall
be chosen fronpast-beard-chasror duly elected officers currently serving

on local partnerships' board of directors at the time of appointment and shall
serve thregear terms. Seven of the members shall be staff of local
partnerships. Members shall be chosen byGhai—et-theNerthCarelira
Partnershifecretary from a pool of candidates nominated by their
respective boards of directors. The local partnership advisory committee
shall serve in an advisory capacity to Merth-Carelina-ParthersHipvision

and shall establish a scheeuf regular meetings. Members shall be chosen
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from local partnerships on a rotating basis. The advisory committee shall
annually elect a chair from among its members.
(9) Repealed by Sessmn Laws 294114 S. 21 75(h) effectlve July 1, 2001.

( TheNeFth—GaFelma—FlartnerJM shall requwe each Iocal partnershlp to place

in each of its contracts a statement that the contract is subject to monitoring by the local
partnership andNerth-Carelina—PRartnrershipivision, that contractors and subconti@st shall

be fidelity bonded, unless the contractors or subcontractors receive less than one hundred
thousand dollars ($100,000) or unless the contract is for child care subsidy services, that
contractors and subcontractors are subject to audit oversigtitebState Auditor, and that
contractors and subcontractors shall be subject to the requirements df480$8-22.
Organizations subject to G.$59-34 shall be exempt from this requirement.

(d) The Nerth-CarelinaParthershipfor-Children,—hivision shall make a report no
later than December 1 of each year to the General Assembly that shall include the following:

(1) A description of the program and significant services and initiatives.

(2) A history of Smart Start funding and the previous fiscal 'geapenditures.

(3)  The number of children served by type of service.

(4)  The type and quantity of services provided.

(5) The results of the previous year's evaluations of the Initiatives or related
programs and services.

(6)  Adescription of significanpolicy and program changes.

(7)  Any recommendations for legislative action.

(e) The Nerth—Carolina—Partnershifivision shall develop guidelines for local
partnerships to follow in selecting capital projects to fund. The guidelines shall include
assessinghe community needs in relation to the quantity of child care centers, assessing the
cost of purchasing or constructing new facilities as opposed to renovating existing facilities,
and prioritizing capital needs such as construction, renovations, andquagigequipment and
other amenities.

)] The Nerth-CarelinaPartnershipfor-Children,—Hiivision shall establish uniform
guidelines and a reporting format for local partnerships to document the qualifying expenses
occurring at the contractor level. Logartnerships shall monitor qualifying expenses to ensure
they have occurred and meet the requirements prescribed in this subsection."

SECTION 10.5.(d) G.S.143B-168.13 reads as rewritten:

"§ 143B168.13. Implementation of program; duties of Bepartment—Division and

Secretary.

(&) ThebepartmenDivision shall:

(2) Repealed by Session Laws 1982, s. 12.37B(a), effective October 30,
1998.

(1a) Develop and conduct a statewide needs and resource assessment every third
year, beginning in the 19998 fiscalyear. This needs assessment shall be
conducted in cooperatiorith-the-Nerth-Carelina—Parthership-andth the
local partnerships. This needs assessment shall include a statewide
assessment of capital needs. The data and findings of this needs assessment
shall form the basis for annual program plans developed by local
partnerships and approved by terth-Carolina-Parthershibivision.

(2) Recodified as (a)(1a) by Session Laws 1298, s. 12.37B(a).

(2a) Repealed by Session Laws 199R, s. 12.37B(I), féective October 30,

1998.

3) Provide technical and administrativassitanee-assistance to local
partnerships, particularly during the first year after they are selected under
this Part to receive State funds. ThepartmenDivision, at any time, may
auhorize the-North-Carelina-Parthership argovernmental or publlc entity
to do the contracting for one or more local partnerships. After a local
partnership's first year, tHeepartmentDivision may allow the partnership
to contract for itself.

(4)  Adeptrin-cooperation-with-the North-Carolina—Parthershdmpt any rules

necessary to implement this Part, including rules to ensure that State leave
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policy is not applied tothe—Nerth—Carolina—Partnership—arte local

partnerships. In order to allow local pastships to focus on the
development of longange plans in their initial year of funding, the
DepartmentDivision may adopt rules that limit the categories of direct
services for young children and their families for which funds are made
available duringhe initial year.

(5) Repealed by Session Laws 1996, Second Extra Session, c. 18, s. 24.29(c).

(6)  Annually update its fundmgferm&ta—m—eeﬂaberaﬂen—w&h—the—bdeﬂh

ormula using the most recent data
available. Tlese amounts shall serve as the basis for determining "full
funding" amounts for each local partnership.

(b) Repealed by Session Laws 1988, s. 12.37B(a), effective October 30, 1998."

SECTION 10.5.(e) G.S.143B-168.14 reads as rewritten:

"8 143B168.14. Local partnerships; conditions.

(@) In order to receive State funds, the following conditions shall be met:

1 Each local partnership shall develop a comprehensive, collaborative,
long-range plan of services to children and families in the sedatigery
area. No existing local, private, nonprofit 501(c)(3) organization, other than
one established on or after July 1, 1993, and that meets the guidelines for
local partnerships as established under this Part, shall be eligible to apply to
serve as the lat partnership for the purpose of this Part. Beard-of the
Nerth—Carelina—Partnerstlvision may authorize exceptions to this
eligibility requirement.

(2) Each local partnership shall agree to adopt procedures for its operations that
are comparable tohose of Article 33C of Chapter 143 of the General
Statutes, the Open Meetings Law, and Chapter 132 of the General Statutes,
the Public Records Law, and provide for enforcement by the Department.
The procedures may provide for the confidentiality of pemsorfiles
comparable to Article 7 of Chapter 126 of the General Statutes.

3) Each local partnership shall adopt procedures to ensure that all personnel
who provide services to young children and their families under this Part
know and understand their pessibility to report suspected child abuse,
neglect, or dependency, as defined in GE101.

(4) Each local partnership shall participate in the uniform, standard fiscal
accountability plan developed and adopted by fHerth—Carolina

ivision.

(b) Each local partnership shall be subject to audit and review biddRb-Carolina
Partnrershiivision. The Nerth—Carelina—ParthersHipvision shall contract for annual
financial and compliance audits of local partnerships that are rated "needsempent” in
performance assessments authorized in B13B-168.12(a)(7). Local partnerships that are
rated "superior" or “satisfactory" in performance assessments authorized in
G.S.143B-168.12(a)(7) shall undergo biennial financial and compliance aasitontracted
for by the Nerth-CarolinaPRartnrershipivision. The Nerth-CarelinaPartrersHipvision shall
provide the State Auditor with a copy of each audit conducted pursuant to this subsection."

SECTION 10.5.(f) G.S.143B-168.15 reads as rewritten:

"8§143B-168.15. Use of State funds.
(a)  State funds allocated to local projects for services to children and families shall be

used to meet assessed needs, expand coverage, and improve the quality of these services. The

local plan shall address the assesseelds of all children to the extent feasible. It is the intent

of the General Assembly that the needs of both young children below poverty who remain in
the home, as well as the needs of young children below poverty who require services beyond
those offeed in child care settings, be addressed. Therefore, as local partnerships address the
assessed needs of all children, they should devote an appropriate amount of their State
allocations, considering these needs and other available resources, to meedshef nhildren

below poverty and their families.

(b) Depending on local, regional, or statewide needs, funds may be used to support
activities and services that shall be made available and accessible to providers, children, and
families on a voluntary b&és Of the funds allocated to local partnerships for direct services,
seventy percent (70%) of the funds spent in each year shall be used in child care related
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activities and early childhood education programs that improve access to child care and early
childhood education services, develop new child care and early childhood education services,
and improve the quality of child care and early childhood education services in all settings.

(©) Long-term plans for local projects that do not receive their fldcation in the first
year, other than those selected in 1993, should consider how to meet the assessed needs of
low-income children and families within their neighborhoods or communities. These plans also
should reflect a process to meet these needsldgisomal allocations and other resources are
received.

(d) State funds designated for stapg and related activities may be used for capital
expenses or to support activities and services for children, families, and providers. State funds
designated toupport direct services for children, families, and prowders shall not be used for
major capital expenses unless Mmcth—ea#ehna—llanne#sw approves this use of State
funds based upon a finding that a local partnership has demonstrated ttiatuge is a clear
priority need for the local plan, (ii) it is necessary to enable the local partnership to provide
services and activities to underserved children and families, and (iii) the local partnership will
not otherwise be able to meet thisopity need by using State or federal funds available to that
local partnership. The funds approved for capital projects in any two consecutive fiscal years
may not exceed ten percent (10%) of the total funds for direct services allocated to a local
partneship in those two consecutive fiscal years.

(e) State funds allocated to local partnerships shall not supplant current expenditures by
counties on behalf of young children and their families, and maintenance of current efforts on
behalf of these childremd families shall be sustained. State funds shall not be applied without
the Secretary's approval where State or federal funding sources, such as Head Start, are
available or could be made available to that county.

)] Repealed by Session Laws 20824, s.21.75(g), effective July 1, 2001.

(9) Not less than thirty percent (30%) of the funds spent in each year of each local
partnership's direct services allocation shall be used to expand child care subsidies. To the
extent practicable, these funds shall ls=dito enhance the affordability, availability, and
quality of child care services as described in this section. Negth—Careolina
Partnershipivision may increase this percentage requirement up to a maximum of fifty percent
(50%) when, based upon a siggant local waiting list for subsidized child care, tReth
Ga#elma—Fl&Ftnerh_mwsm n determines a higher percentage is justified.

(h)  State funds allocated to local partnerships that are unexpended at the end of a fiscal
year shall remain availabl® the Nerth-Carelina—Parthership—forChildren,—hivision to
reallocate to local partnerships."

SECTION 10.5.(g) Administrative costs shall be equivalent to, on an average
statewide basis for all local partnerships, not more than four percent (4b€) total statewide
allocation to all local partnerships. For purposes of this subsection, administrative costs shall
include costs associated with partnership oversight, business and financial management,
general accounting, human resources, budgeting;hpsing, contracting, and information
systems management.

SECTION 10.5.(h) The Division of Child Development shall impose an annual
salary cap limiting the amount of salary that an individual employee of a local partnership may
be paid from State funds accordance with the following schedule:

(1) For amounts received that are over ten million dollars ($10,000,000)
annually in total State funds, the annual salary cap limitation is one hundred
thousand dollars ($100,000).

(2) For amounts received thatearover or equal to five million dollars
($5,000,000) but less than ten million dollars ($10,000,000) annually in total
State funds, the annual salary cap limitation is ninety thousand dollars
($90,000).

3) For amounts received that are over or equal teethmillion dollars
($3,000,000) but less than five million dollars ($5,000,000) annually in total
State funds, the annual salary cap limitation is eighty thousand dollars
($80,000).

4) For amounts received that are over or equal to one million dollars
($1,000,000) but less than three million dollars ($3,000,000) annually in
total State funds, the annual salary cap limitation is seventy thousand dollars
($70,000).
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5) For amounts received that are less than one million dollars ($1,000,000)
annually in toth State funds, the annual salary cap limitation is sixty
thousand dollars ($60,000).

Nothing in this subsection shall be construed to prohibit a local partnership from
using nonState funds to supplement the salary of an individual employee employed by the
local partnership.

SECTION 10.5.(i) Local partnerships shall use competitive bidding practices in
contracting for goods and services on contract amounts as follows:

(2) For amounts of five thousand dollars ($5,000) or less, the procedures

specified by awritten policy to be developed by the Division of Child
Development.

(2) For amounts greater than five thousand dollars ($5,000), but less than fifteen
thousand dollars ($15,000), three written quotes.

3) For amounts of fifteen thousand dollars ($15,000)more, but less than
forty thousand dollars ($40,000), a request for proposal process.

4) For amounts of forty thousand dollars ($40,000) or more, a request for
proposal process and advertising in a major newspaper.

SECTION 10.5.(j) All local partnersips shall, in the aggregate, be required to
match one hundred percent (100%) of the total amount budgeted for the program in each fiscal
year of the biennium. Of the funds the local partnerships are required to match, contributions
of cash shall equal &ast ten percent (10%) andkimd donated resources shall equal no more
than three percent (3%), for a total match requirement of thirteen percent (13%) for each fiscal
year. Only inkind contributions that are quantifiable shall be applied to tHdnih match
requirement. Volunteer services may be treated as-kindncontribution for the purpose of the
match requirement of this subsection. Volunteer services that qualify as professional services
shall be valued at the fair market value of those sesviéll other volunteer service hours shall
be valued at the statewide average wage rate as calculated from data compiled by the
Employment Security Commission in the Employment and Wages in North Carolina Annual
Report for the most recent period for whidghta are available. Expenses, including both those
paid by cash and ikind contributions, incurred by other participating ffetate entities
contracting with local partnerships also may be considered resources available to meet the
required private matchn order to qualify to meet the required private match, the expenses
shall:

(1)  Be verifiable from the contractor's records.

(2) If in-kind, other than volunteer services, be quantifiable in accordance with

generally accepted accounting principles fonprofit organizations.

3) Not include expenses funded by State funds.

(4) Be supplemental to and not supplant preexisting resources for related
program activities.

5) Be incurred as a direct result of the Early Childhood Initiatives Program and
be neceswy and reasonable for the proper and efficient accomplishment of
the Program's objectives.

(6) Be otherwise allowable under federal or State law.

(7) Be required and described in the contractual agreements approved by the
local partnership.

(8) Be repored to the local partnership by the contractor in the same manner as
reimbursable expenses.

Failure to obtain a thirteen percent (13%) match by June 30 of each fiscal year shall

result in a dollaffor-dollar reduction in the appropriation for the Program dosubsequent

fiscal year. The Division of Child Development shall be responsible for compiling information

on the private cash and-kind contributions into a report that is submitted to the Joint
Legislative Commission on Governmental Operations iorenét that allows verification by

the Department of Revenue. The same match requirements shall apply to any expansion funds
appropriated by the General Assembly.

SECTION 10.5.(k) The Department of Health and Human Services shall continue
to implement theerformancebased evaluation system.

SECTION 10.5.() The Department of Health and Human Services, Division of
Child Development, shall ensure that the allocation of funds for Early Childhood Education and
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Development Initiatives for State fiscal yearsl2@012 and 2012013 shall be administered
and distributed in the following manner:

(2) Capital expenditures are prohibited for fiscal years 22012 and
20122013. For the purposes of this section, "capital expenditures" means
expenditures for capitaiprovements as defined in GI33G1-1(d)(5).

(2) Expenditures of State funds for advertising and promotional activities are
prohibited for fiscal years 2012012 and 201-2013.

SECTION 10.5.(m) A county may use the county's allocation of State and &&der
child care funds to subsidize child care according to the county's Early Childhood Education
and Development Initiatives Plan. The use of federal funds shall be consistent with the
appropriate federal regulations. Child care providers shall, at a mmmirnomply with the
applicable requirements for State licensure pursuant to Article 7 of Chapter 110 of the General
Statutes.

SECTION 10.5.(n) For fiscal years 2012012 and 2012013, the local
partnerships shall spend at least sewénty million dollars ($72,000,000) for child care
subsidies, of which twenty million dollars ($20,000,000) is expected to be used to reduce the
number of children on the waiting list for child care subsidy.

SECTION 10.5.(0) For fiscal years 2022012 and 2012013, local penerships
shall not spend any State funds on lobbying, marketing campaigns, advertising, or any
associated materials. Local partnerships may spend any private funds the local partnerships
receive on those activities.

SECTION 10.5.(p) Local partnershigunded activities shall include assisting child
care facilities with (i) improving quality, including helping erend twaostarrated facilities
increase their star ratings and (ii) implementing prekindergarten programs. State funding for
local partnershipshall also be used for eviderbased or evidene@formed programs for
children from birth to five years of age that do the following:

(2) Increase children's literacy.

(2) Increase the parents' ability to raise healthy, successful children.

(3) Improve dildren's health.

(4) Assist four and fivestarrated facilities in improving and maintaining

quality.

SECTION 10.5.(q) The Legislative Research Commission is authorized to study
the cost, quality, consumer education, and outcomes of the local papresshivities funded
to (i) increase early literacy, (i) measurably improve families' abilities to raise healthy,
productive, and successful children, and (iii) increase access to preventative health care for
children from birth to five years of age. Thegislative Research Commission shall evaluate
and report on the following:

(1) The types of activities, goals, and intended outcomes of evidwesss

early literacy activities that promote phonemic awareness, letter recognition,
segmenting words into sads, and decoding print text.

(2) The types of family support and health activities supported with local
partnership funds.

(3) The goal and intended outcome of the family support and health activities.

(4)  The numbers served and results of the familyeupand health activities.

(5)  Study the match requirements and what constitutes the match requirements.

(6)  Any other matter the Commission deems relevant to its charge.

SECTION 10.5.(r) On or before October 1, 2012, the Legislative Research
Commissionshall make a report of its findings and recommendations, including any proposed
legislation, to the 2012 Regular Session of the 2011 General Assembly, the House of
Representatives Appropriations Subcommittee on Health and Human Services, the Senate
Appropriations Committee on Health and Human Services, and the Fiscal Research Division.

ADMINISTRATIVE ALLOW ANCE FOR COUNTY DEPARTMENTS OF SOCIAL
SERVICES
SECTION 10.6. The Division of Child Development of the Department of Health
and Human Services shall futite allowance that county departments of social services may
use for administrative costs at four percent (4%) of the county's total child care subsidy funds
allocated in the Child Care Development Fund Block Grant plan.
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CONSOLIDATE MORE AT FOUR PROGRAM INTO DIVISION OF CHI LD
DEVELOPMENT

SECTION 10.7.(a) The Department of Public Instruction, Office of Early
Learning, and the Department of Health and Human Services are directed to consolidate the
More At Four program into the Division of Child Developmenihe Division of Child
Development is renamed the Division of Child Development and Early Education (DCDEE).
The DCDEE is directed to maintain the More At Four program's high programmatic standards.
The Department of Health and Human Services shalhassioe functions of the regulation and
monitoring system and payment and reimbursement system for the More At Four program.

All regulation and monitoring functions shall begin July 1, 2011. The More At Four
program shall be designated as "prekindergamerthe fivestar rating scale. All references to
"prekindergarten" in this section shall refer to the program previously titled the "More At Four"
program. All references to "neprekindergarten” shall refer to all feuand fivestar rated
facilities.

The Office of State Budget and Management shall transfer positions to the
Department of Health and Human Services to assume the regulation, monitoring, and
accounting functions within the Division of Child Development's Regulatory Services Section.
This tranger shall have all the elements of a Type | transfer as defined iNL&&:6. All
funds transferred pursuant to this section shall be used for the funding of prekindergarten slots
for four-yearolds and for the management of the program. The Departafedealth and
Human Services shall incorporate eight consultant positions into the regulation and accounting
sections of DCDEE, eliminate the remaining positions, and use position elimination savings for
the purpose of funding prekindergarten students. BEDnay use funds from the transfer of
the More At Four program for continuing the teacher mentoring program and contracting for
the environmental rating scale assessments.

SECTION 10.7.(b) The Childcare Commission shall adopt rules for programmatic
standads for regulation of prekindergarten classrooms. The Commission shall review and
approve comprehensive, evidendsbed early childhood curricula with a reading component.
These curricula shall be added to the currently approved "More At Four" curricula.

SECTION 10.7.(c) G.S.143B-168.4(a) reads as rewritten:

"(@) The Child Care Commission of the Department of Health and Human Services shall
consist of£5-17 members. Seven of the members shall be appointed by the Goverregnd
10 by the General Assdrly, feurfive upon the recommendation of the President Pro Tempore
of the Senate, andéburfive upon the recommendation of the Speaker of the House of
Representatives. Four of the members appointed by the Governor, two by the General
Assembly on the recamendation of the President Pro Tempore of the Senate, and two by the
General Assembly on the recommendation of the Speaker of the House of Representatives,
shall be members of the public who are not employed in, or providing, child care and who have
no financial interest in a child care facility. Two of the foregoing public members appointed by
the Governor, one of the foregoing public members recommended by the President Pro
Tempore of the Senate, and one of the foregoing public members recommende8 foyatter
of the House of Representatives shall be parents of children receiving child care services. Of
the remaining two public members appointed by the Governor, one shall be a pediatrician
currently licensed to practice in North Carolina. Three of thenbses appointed by the
Governor shall be child care providers, one of whom shall be affiliated with a for profit child
care center, one of whom shall be affiliated with a for profit family child care home, and one of
whom shall be affiliated with a nonpibffacility. Two of the members appointed by the
General Assembly on the recommendation of the President Pro Tempore of the Senate, and two
by the General Assembly on recommendation of the Speaker of the House of Representatives,
shall be child care provats, one affiliated with a for profit child care facility, and one
affiliated with a nonprofit child care facilitthe General Assemhlyiponthe recommendation
of the President Pro Tempore of the Senate, and the General Asseupbly the
recommendatiorof the Speaker of the House of Representatigball appoint two early
childhood education speciabstNone may be employees of the State.”

SECTION 10.7.(d) The additional curricula approved and taught in
prekindergarten classrooms shall also be taugtiour- and fivestar rated facilities in the
non-prekindergarten fowyearold classrooms. The Child Care Commission shall increase
standards in the fouland fivestarrated facilities for the purpose of placing an emphasis on
early reading. The Commiss shall require the fourand fivestarrated facilities to teach
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from the Commission's approved curricula. The Division of Child Development may use funds
from the Child Care Development Fund Block Grant to assist with the purchase of curricula or
adjug rates of reimbursements to cover increased costs.

SECTION 10.7.(e) The Division of Child Development and Early Educatisimall
adopt a policy to encourage all prekindergarten classrooms to blend private pay families with
prekindergarten subsidized chieh in the same manner that regular subsidy children are
blended with private pay children. The Division may implement a waiver or transition period
for the public classrooms.

SECTION 10.7.(f) The prekindergarten program may continue to serwéslat
children identified through the existing "child find" methods in whickrisk children are
currently served within the Division of Child Development. The Division of Child
Development shall serve-ask children regardless of income. However, the total nurobe
at-risk children served shall constitute no more than twenty percent (20%) of thgetmalds
served within the prekindergarten program. Any-atigible child who is a child of either of
the following shall be eligible for the program: (i) an eetduty member of the Armed Forces
of the United States, including the North Carolina National Guard, State military forces, or a
reserve component of the Armed Forces, who was ordered to active duty by the proper
authority within the last 18 months oregpected to be ordered within the next 18 months or
(i) a member of the Armed Forces of the United States, including the North Carolina National
Guard, State military forces, or a reserve component of the Armed Forces, who was injured or
killed while sening on active duty. Eligibility determinations for prekindergarten participants
may continue through local education agencies and local North Carolina Partnership for
Children, Inc., partnerships.

SECTION 10.7.(g) The Division of Child Development and HgrEducation
(DCDEE) shall adopt policies that improve the quality of childcare for subsidized children.
The DCDEE shall phase in a new policy in which child care subsidies will be paid, to the
extent possible, for child care in the higher quality ceraatshomes only. The DCDEE shall
define higher quality, and subsidy funds shall not be paid for @ntvo-starrated facilities.

For those counties with an inadequate number of thfeer-, and fivestarrated facilities, the
DCDEE shall establish #&ransition period that allows the facilities to continue to receive
subsidy funds while the facilities work on the increased star ratings. The DCDEE may allow
exemptions in counties where there is an inadequate number of three and fivestarrated
facilities for nonstarated programs, such as religious programs.

SECTION 10.7.(h) The Division of Child Development and Early Education shall
implement a parent gpayment requirement for prekindergarten classrooms the same as what
is required of pards subject to regular child care subsidy payments. Adis&tchildren and
ageeligible children of military personnel as described in subsection (g) of this section are
exempt from the cpayment requirements of this subsection.

Fees for families who aneequired to share in the cost of care shall be established
based on a percent of gross family income and adjusted for family size. Fees shall be
determined as follows:

FAMILY SIZE PERCENT OF GROSS FAMILY INCOME
1-3 10%
4-5 9%
6 or more 8%.

SECTION 10.7.() All prekindergarten classrooms regulated pursuant to this
section shall be required to participate in the Subsidized Early Education for Kids (SEEK)
accounting system to streamline the payment function for these classrooms with a goal of
eliminating duficative systems and streamlining the accounting and payment processes among
the subsidy reimbursement systems. Prekindergarten funds transferred may be used to add
these programs to SEEK.

SECTION 10.7.()) Based on market analysis and within funds avlathe
Division of Child Development and Early Education shall establish reimbursement rates based
on newly increased requirements of foand fivestarrated facilities and the higher teacher
standards within the prekindergarten class rooms, spegifiglie At Four teacher standards,
when establishing the rates of reimbursements. Additionally, the prekindergarten curriculum
day shall cover six and o#f@lf to 10 hours daily and no less than 10 months per year. The
public classrooms will have a owyear transition period to become licensed through the
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Division of Child Development and may continue to operate prekindergarten, formerly "More
At Four," classrooms during the 202012 fiscal year.

MENTAL HEALTH CHANGE S

SECTION 10.8.(a) For the purpose of tigating cash flow problems that many
nonsinglestream local management entities (LMES) experience at the beginning of each fiscal
year, the Department of Health and Human Services, Division of Mental Health,
Developmental Disabilities, and Substance Ab8srvices, shall adjust the timing and method
by which allocations of service dollars are distributed to each nonstrgkeem LME. To this
end, the allocations shall be adjusted such that at the beginning of the fiscal year the
Department shall distrilte not less than orsvelfth of the LME's continuation allocation and
subtract the amount of the adjusted distribution from the LME's total reimbursements for the
fiscal year.

SECTION 10.8.(b) Of the funds appropriated in this act to the Department of
Hedth and Human Services, Division of Mental Health, Developmental Disabilities, and
Substance Abuse Services, the sum of twantg million one hundred tweniyne thousand
six hundred fortyfour dollars ($29,121,644) for the 202012 fiscal year and theum of
twenty-nine million one hundred twentyne thousand six hundred foifigur dollars
($29,121,644) for the 2012013 fiscal year shall be allocated for the purchase of local
inpatient psychiatric beds or bed days. In addition, at the discretion 8ktiretary of Health
and Human Services, existing funds allocated to LMEs for commbaggd mental health,
developmental disabilities, and substance abuse services may be used to purchase additional
local inpatient psychiatric beds or bed days. These tweded days shall be distributed across
the State in LME catchment areas and according to need as determined by the Department. The
Department shall enter into contracts with the LMEs and community hospitals for the
management of these beds or bed dayse Department shall work to ensure that these
contracts are awarded equitably around all regions of the State. Local inpatient psychiatric beds
or bed days shall be managed and controlled by the LME, including the determination of which
local or State hosgl the individual should be admitted to pursuant to an involuntary
commitment order. Funds shall not be allocated to LMEs but shall be held in a statewide
reserve at the Division of Mental Health, Developmental Disabilities, and Substance Abuse
Servicesto pay for services authorized by the LMEs and billed by the hospitals through the
LMEs. LMEs shall remit claims for payment to the Division within 15 working days of receipt
of a clean claim from the hospital and shall pay the hospital within 30 workiygaf receipt
of payment from the Division. If the Department determines (i) that an LME is not effectively
managing the beds or bed days for which it has responsibility, as evidenced by beds or bed days
in the local hospital not being utilized while demdafor services at the State psychiatric
hospitals has not reduced, or (i) the LME has failed to comply with the prompt payment
provisions of this subsection, the Department may contract with another LME to manage the
beds or bed days, or, notwithstandangy other provision of law to the contrary, may pay the
hospital directly. The Department shall develop reporting requirements for LMEs regarding the
utilization of the beds or bed days. Funds appropriated in this section for the purchase of local
inpatient psychiatric beds or bed days shall be used to purchase additional beds or bed days not
currently funded by or through LMEs and shall not be used to supplant other funds available or
otherwise appropriated for the purchase of psychiatric inpatient egruitder contract with
community hospitals, including beds or bed days being purchased through Hospital Utilization
Pilot funds appropriated in S.L. 20323. Not later than March 1, 2012, the Department shall
report to the House of Representatives Appations Subcommittee on Health and Human
Services, the Senate, the Joint Legislative Oversight Committee on Mental Health,
Developmental Disabilities, and Substance Abuse Services, and the Fiscal Research Division
on a uniform system for beds or bed dayschased (i) with local funds, (ii) from existing State
appropriations, (iii) under the Hospital Utilization Pilot, and (iv) purchased using funds
appropriated under this subsection.

SECTION 10.8.(c) Of the funds appropriated in this act to the Departnzént
Health and Human Services, Division of Mental Health, Developmental Disabilities, and
Substance Abuse Services, for mobile crisis teams, the sum of five million seven hundred
thousand dollars ($5,700,000) shall be distributed to LMESs to support 3Gencabis teams.
The new mobile crisis units shall be distributed over the State according to need as determined
by the Department.
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SECTION 10.8.(d) The Department of Health and Human Services may create a
midyear process by which it can reallocate Ssaterice dollars away from LMEs that do not
appear to be on track to spend the LMEs' full appropriation and toward LMEs that appear able
to spend the additional funds.

MH/DD/SAS HEALTH CAR E INFORMATION SYSTEM PROJECT

SECTION 10.9. Of the funds appropriad to the Department of Health and
Human Services for the 202D13 fiscal biennium, the Department may use a portion of these
funds to continue to develop and implement a health care information system for State
institutions operated by the Division of kkal Health, Developmental Disabilities, and
Substance Abuse Services. GL&3G6-5 does not apply to this section.

LME FUNDS FOR SUBSTANCE ABUSE SERVICES

SECTION 10.10.(a) Consistent with G.S122G2, the General Assembly strongly
encourages Local Magament Entities (LMES) to use a portion of the funds appropriated for
substance abuse treatment services to support prevention and education activities.

SECTION 10.10.(b) An LME may use up to one percent (1%) of funds allocated
to it for substance abuseedtment services to provide nominal incentives for consumers who
achieve specified treatment benchmarks, in accordance with the federal substance abuse and
mental health services administration best practice model entitled Contingency Management.

SECTION 10.10.(c) In providing treatment and services for adult offenders and
increasing the number of Treatment Accountability for Safer Communities (TASC) case
managers, local management entities shall consult with TASC to improve offender access to
substancelause treatment and match evidebesed interventions to individual needs at each
stage of substance abuse treatment. Special emphasis should be placed on intermediate
punishment offenders, community punishment offenders at risk for revocation, and Repartm
of Correction releasees who have completed substance abuse treatment while in custody.

In addition to the funds appropriated in this act to the Department of Health and
Human Services, Division of Mental Health, Developmental Disabilities, and Substanse
Services, to provide substance abuse services for adult offenders and to increase the number of
TASC case managers, the Department shall allocate up to three hundred thousand dollars
($300,000) to TASC. These funds shall be allocated to TASC b&fods are allocated to
LMEs for mental health services, substance abuse services, and crisis services.

SECTION 10.10.(d) In providing drug treatment court services, LMEs shall
consult with the local drug treatment court team and shall select a treghonader that meets
all provider qualification requirements and the drug treatment court's needs. A single treatment
provider may be chosen for ndmedicaideligible participants only. A single provider may be
chosen who can work with all of the rtedicad-eligible drug treatment court participants in
a single group. During the B&eek drug treatment court program, participants shall receive an
array of treatment and aftercare services that meets the participant's level of need, including
stepdown servies that support continued recovery.

MH/DD/SAS COMMUNITY SERVICE FUNDS

SECTION 10.11.(a) The Division of Mental Health, Developmental Disabilities,
and Substance Abuse Services (as used in this section "the Divisiairgcted to reduce the
Community ®rvice Fund by thirty million dollars ($30,000,000).

SECTION 10.11.(b) The Division is directed, through consultation with LME
representatives and stakeholders, to develop a set of standardized covered benefits for
recipients of LME Service Funds that BHzecome the only services paid for by community
service funds through LMEs. These services shall be best practices for developmental
disabilities, mental illness, and substance abuse.

SECTION 10.11.(c) Effective January 12012, the Division shall impieent a
co-payment for all mental health, developmental disabilities, and substance abuse services
based upon the Medicaid-payment rates.

SECTION 10.11.(d) The Divisionis directed to reduce the Community Service
Fund by twentyfive million dollars ($25000,000) for the 2012012 fiscal year based on
available fund balance reported by the LMEs' 2010 fiscal anditestimated unspent reserves
held by counties of single county LME The Division shall review the designation of reserved
or designated fundalance accounts to determine whether accounts may be moved to
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unreservedundesignated, in essence increasing the unreserved, undesignated fund balance
available for purchase of serviceBhe Division is directed to allocate the reduction among
LMEs basé on unreserved, undesignated fund balance totals, as of June 30,TB&10.
includes an estimate of unspent reserves hgldcdunties of single county LMEor as
necessary to fairly achieve budget reductions in thisoa¢his purpose giving considsion of
the LME's unrestricted fund balance and the LME's ability to supplement funding of services
without impairing its fiscal stabilit MEs are directed to spend their unreserved, undesignated
fund balance on services, commensurate with the reductiectetil by the Division pursuant to
this subsection.

SECTION 10.11.(e) Quarterly reports shall be submitted to the Division by LMEs
to ensure expenditures from fund balance occur at the level required by this law. Additionally,
the Division shall reviewhte designation of reserved or designated fund balance accounts to
determine whether accounts may be moved to unreserved, undesignated, in essence increasing
the unreserved, undesignated fund balance available for purchase of services. If categories of
funds are moved into the unreserved/undesignated categories, the affected LMEs are
encouraged to spend these funds to minimize their share of the thirty million dollars
($30,000,000) in reductions to services as required in subsection (a) of this section.

SECTION 10.11.(f) The Department of Health and Human Services shall report to
the House and Senate Appropriations Subcommittees by December 12, 2011, on the status of
implementing this section.

CONSOLIDATION OF FORENSIC HEALTH CARE AT DOROTHEA DIX
COMPLEX

SECTION 10.12. The Department of Health and Human Services, Division of
State Operated Facilities, shall issue a Request for Proposal for the consolidation of forensic
hospital care. The operation shall initially be located at the Dorothea Dix complex. The
Secretary of Health and Human Services is authorized to proceed with contracting with a
private entity if the Secretary can justify savings through the contract. The Secretary shall
compare the Department's total cost to provide forensic care to propesalsed and
determine whether it is cosffective to contract for this service. The Secretary may only
proceed if the Secretary determines the Department will save money and ensure appropriate
safety and quality of care for patients.

The Secretary shaleport to the Joint Appropriations Subcommittee for Health and
Human Services by October 30, 2011, with cost detail and savings identified from the
proposals.

TRANSITION OF UTILIZ ATION MANAGEMENT OF COMMUNITY -BASED
SERVICES TO LOCAL MA NAGEMENT ENTITIES
SECTION 10.13. The Department of Health and Human Services shall collaborate
with LMEs to enhance their administrative capabilities to assume utilization management
responsibilities for the provision of communibtased mental health, developmental diséds)
and substance abuse services. The Department may, with approval of the Office of State
Budget and Management, use funds available to implement this section.

THIRD -PARTY BILLING FOR ST ATE FACILITIES
SECTION 10.14. G.S.122G55 reads as rewritten:
"8§ 122G55. Exceptions; care and treatment.

é

() Whenever there is reason to believe that the client is eligible for financial benefits
through a governmental agency, a facility may disclose confidential information to State, local,
or federal governmeratigencies. Except as provideddrS-122655(a3),G.S.122G55(a3) and
G.S.122G55(gl), disclosure is limited to that confidential information necessary to establish
financial benefits for a clientAfter—Except as provided inG.S.122G55(gl), after
estalishment of these benefits, the consent of the client or his legally responsible person is
required for further release of confidential information under this subsection.

(gl) A facility may disclose confidential information for the purpose of collecting
payment due the facility for the cost of care, treatment, or habilitation.

e. "
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COLLABORATION AMONG DEPARTMENTS OF ADMIN ISTRATION, HEALTH
AND HUMAN SERVICES, JUVENILE JUSTICE AND DELINQUENCY
PREVENTION, AND PUBL IC INSTRUCTION ON SCHOOL -BASED CHILD AND
FAMIL Y TEAM INITIATIVE

SECTION 10.15(a) SchootBased Child and Family Team Initiative Established.

(1)

(2)

Purpose and duties. There is established the Schd&dsed Child and
Family Team Initiative. The purpose of the Initiative is to identify and
coordinate ppropriate community services and supports for children at risk
of school failure or oubf-home placement in order to address the physical,
social, legal, emotional, and developmental factors that affect academic
performance. The Department of Health aktiman Services, the
Department of Public Instruction, the State Board of Education, the
Department of Juvenile Justice and Delinquency Prevention, the
Administrative Office of the Courts, and other State agencies that provide
services for children shall are responsibility and accountability to improve
outcomes for these children and their families. The Initiative shall be based
on the following principles:
a. The development of a strong infrastructure of interagency
collaboration.

b. One child, one teanone plan.

C. Individualized, strengthbased care.

d. Accountability.

e. Cultural competence.

f. Children at risk of school failure or eof-home placement may
enter the system through any participating agency.

g. Services shall be specified, deliveredydamonitored through a
unified Child and Family Plan that is outcomeented and
evaluationbased.

h. Services shall be the most efficient in terms of cost and effectiveness

and shall be delivered in the most natural settings possible.

I. Out-of-home plaements for children shall be a last resort and shall
include concrete plans to bring the children back to a stable
permanent home, their schools, and their community.

J. Families and consumers shall be involved in decision making
throughout service planrgn delivery, and monitoring.

Program goals and servicés.In order to ensure that children receiving

services are appropriately served, the affected State and local agencies shall

do the following:

a. Increase capacity in the school setting to addthss academic,
health, mental health, social, and legal needs of children.
b. Ensure that children receiving services are screened initially to

identify needs and assessed periodically to determine progress and
sustained improvement in educational, heaéiety, behavioral, and
social outcomes.

C. Develop uniform screening mechanisms and a set of outcomes that
are shared across affected agencies to measure children's progress in
home, school, and community settings.

d. Promote practices that are knowrbw effective based upon research
or national best practice standards.

e. Review services provided across affected State agencies to ensure
that children's needs are met.

f. Eliminate costshifting and facilitate costharing among

governmental agencies Wirespect to service development, service
delivery, and monitoring for participating children and their families.

g. Participate in a local memorandum of agreement signed annually by
the participating superintendent of the local LEA, directors of the
couny departments of social services and health, director of the local
management entity, the chief district court judge, and the chief
district court counselor.
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3)

(4)

(5)

Local level responsibilitied. In coordination with the North Carolina Child

and Family Leadship Council (Council), established in subsection (b) of

this section, the local board of education shall establish the SBlaset

Child and Family Team Initiative at designated schools and shall appoint the

Child and Family Team Leaders, who shall bgchool nurse and a school

social worker. Each local management entity that has any selected schools in

its catchment area shall appoint a Care Coordinator, and any department of
social services that has a selected school in its catchment area shall appoin

Child and Family Teams Facilitator. The Care Coordinators and Child and

Family Team Facilitators shall have as their sole responsibility working with

the selected schools in their catchment areas and shall provide training to

schootbased personnel, asquired. The Child and Family Team Leaders
shall identify and screen children who are potentially at risk of academic
failure or outof-home placement due to physical, social, legal, emotional, or
developmental factors. Based on the screening resufigpnsibility for
developing, convening, and implementing the Child and Family Team

Initiative is as follows:

a. School personnel shall take the lead role for those children and their
families whose primary unmet needs are related to academic
achievement.

b. The local management entity shall take the lead role for those
children and their families whose primary unmet needs are related to
mental health, substance abuse, or developmental disabilities and
who meet the criteria for the target population esthbtisby the
Division of Mental Health, Developmental Disabilities, and
Substance Abuse Services.

C. The local department of public health shall take the lead role for
those children and their families whose primary unmet needs are
healthrelated.

d. Local departments of social services shall take the lead for those
children and their families whose primary unmet needs are related to
child welfare, abuse, or neglect.

e. The chief district court counselor shall take the lead for those
children and their famiis whose primary unmet needs are related to
juvenile justice issues. A representative from each named or
otherwise identified publicly supported children's agency shall
participate as a member of the Team as needed. Team members shall
coordinate, monitorand assure the successful implementation of a
unified Child and Family Plan.

Reporting requirements. SchoolBased Child and Family Team Leaders

shall provide data to the Council for inclusion in their report to the North

Carolina General Assembly. @eport shall include the following:

a. The number of and other demographic information on children
screened and assigned to a team and a description of the services
needed by and provided to these children.

b. The number of and information about childrassigned to a team
who are placed in programs or facilities outside the child's home or
outside the child's county and the average length of stay in residential

treatment.

C. The amount and source of funds expended to implement the
Initiative.

d. Informaiton on how families and consumers are involved in decision
making throughout service planning, delivery, and monitoring.

e. Other information as required by the Council to evaluate success in
local programs and ensure appropriate outcomes.

f. Recommendatias on needed improvements.

Local advisory committed. In each county with a participating school, the
superintendent of the local LEA shall either identify an existing
crossagency collaborative or council or shall form a new group to serve as a
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local advisory committee to work with the Initiative. Newly formed
committees shall be chaired by the superintendent and one other member of
the committee to be elected by the committee. The local advisory committee
shall include the directors of the county dgments of social services and
health; the directors of the local management entity; the chief district court
judge; the chief district court counselor; the director of a sehaséd or
schootlinked health center, if a center is located within the catsit area

of the SchoeBased Child and Family Team Initiative; and representatives
of other agencies providing services to children, as designated by the
Committee. The members of the Committee shall meet as needed to monitor
and support the successfulglamentation of the Schoe@ased Child and
Family Team Initiative. The Local Child and Family Team Advisory
Committee may designate existing cragency collaboratives or councils

as working groups or to provide assistance in accomplishing established
gods.

SECTION 10.15.(b) North Carolina Child and Family Leadership Couricil.

(1)

(2)

3)

(4)

Leadership Council established; locati®nThere is established the North
Carolina Child and Family Leadership Council (Council). The Council shall
be located within the Depanent of Administration for organizational and
budgetary purposes.

Purposel The purpose of the Council is to review and advise the Governor

in the development of the ScheBased Child and Family Team Initiative

and to ensure the active participatiand collaboration in the Initiative by all

State agencies and their local counterparts providing services to children in

participating counties in order to increase the academic success of and

reduce oubf-home and oubf-county placements of childrert ask of
academic failure.

Membership.i The Superintendent of Public Instruction and the Secretary

of Health and Human Services shall serve as cochairs of the Council.

Council membership shall include the Secretary of the Department of

Juvenile Justie and Delinquency Prevention, the Chair of the State Board of

Education, the Director of the Administrative Office of the Courts, and other

members as appointed by the Governor.

The Council shall do the following:

a. Sign an annual memorandum of agneat (MOA) among the named
State agencies to define the purposes of the program and to ensure
that program goals are accomplished.

b. Resolve State policy issues, as identified at the local level, which
interfere with effective implementation of the Sch8&alsed Child
and Family Team Initiative.

C. Direct the integration of resources, as needed, to meet goals and
ensure that the Initiative promotes the most effective and efficient
use of resources and eliminates duplication of effort.

d. Establish criteridor defining success in local programs and ensure
appropriate outcomes.

e. Develop an evaluation process, based on expected outcomes, to
ensure the goals and objectives of this Initiative are achieved.

f. Review progress made on integrating policies asgduges across
State agencies, reaching expected outcomes, and accomplishing other
goals.

g. Report semiannually, on January 1 and July 1, on progress made and

goals achieved to the Office of the Governor, the Joint
Appropriations Committees and Subcomeett on Education,
Justice and Public Safety, and Health and Human Services, and the
Fiscal Research Division of the Legislative Services Office. The
Council may designate existing cremgency collaboratives or
councils as working groups or to provide atsnce in accomplishing
established goals.
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SECTION 10.15.(c) Department of Health and Human Servide3he Secretary
of the Department of Health and Human Services shall ensure that all agencies within the
Department collaborate in the development anglementation of the Schoe@ased Child and
Family Team Initiative and provide all required support to ensure that the Initiative is
successful.

SECTION 10.15.(d) Department of Juvenile Justice and Delinquency Prevention.

I The Secretary of the DepartmaritJuvenile Justice and Delinquency Prevention shall ensure
that all agencies within the Department collaborate in the development and implementation of
the SchooBased Child and Family Team Initiative and provide all required support to ensure
that the hitiative is successful.

SECTION 10.15.(e) Administrative Office of the Courtd. The Director of the
Administrative Office of the Courts shall ensure that the Office collaborates in the development
and implementation of the ScheBased Child and Familjyeam Initiative and shall provide all
required support to ensure that the Initiative is successful.

SECTION 10.15.(f) Department of Public Instructiofi. The Superintendent of
Public Instruction shall ensure that the Department collaborates in the daeelopnd
implementation of the Schoe@ased Child and Family Team Initiative and shall provide all
required support to ensure that the Initiative is successful.

DHHS POSITION ELIMIN ATIONS

SECTION 10.16. The Secretary of the Department of Health and HuB&wices
is directed to eliminateip to 250 fulktime equivalent positions that have been continuously
vacant since July 1, 2010, in order to accomplish a total savings of seven million seven hundred
seventyone thousand nine hundred ninsgven dollarg$7,771,997) in State funds. To the
extent possible, the Secretary shall not eliminate positions assigned to the Division of State
Operated Healthcare Facilities or the Division of Medical Assistance. In the event that
eliminatingup to 250 fuli-time equvalent positions that have been continuously vacant since
July 1, 2010, does not achieve the savings specified in this section, the Secretary may eliminate
other positions within the Department or achieve the designated savings through other
administratie and operational reductions or efficiencies. By September 30, 2011, the
Secretary shall submit a report to the House Appropriations Subcommittee on Health and
Human Services, the Senate Appropriations Committee on Health and Human Services, and the
Fiscd Research Division on the positions eliminated and any other reductions or efficiencies
implemented in order to achieve the savings required by this section. The report shall include
the total number of positions eliminated, savings generated by eadhatéd position, the
impact on any federal funds previously received for the eliminated positions, and any other
reductions or efficiencies implemented to achieve the savings required by this section.

REDUCE FUNDING FOR NONPROFIT ORGANIZATIO NS

SECTION 10.18. For fiscal years 2012012 and 2012013, the Department of
Health and Human Services shall reduce the amount of funds allocated to nonprofit
organizations by ten million dollars ($10,000,000) on a recurring basis. In achieving the
reductions requed by this section, the Department shall not reduce funds allocated to the
North Carolina High School Athletic Association by more than ten percent (10%).

PROHIBIT USE OF ALL FUNDS FOR PLANNED PARENTHOOD
ORGANIZATIONS
SECTION 10.19. For fiscal years 2012012 and 2012013, the Department of
Health and Human Services may not provide State funds or other funds administered by the
Department for contracts or grants to Planned Parenthood, Inc., and affiliated organizations.

LIABILITY INSURANCE

SECTION 10.2Q(a) The Secretary of the Department of Health and Human
Services, the Secretary of the Department of Environment and Natural Resources, and the
Secretary of the Department of Correction may provide medical liability coverage not to
exceed one million d@rs ($1,000,000) per incident on behalf of employees of the
Departments licensed to practice medicine or dentistry, on behalf of all licensed physicians who
are faculty members of The University of North Carolina who work on contract for the
Division of Mental Health, Developmental Disabilities, and Substance Abuse Services for
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incidents that occur in Division programs, and on behalf of physicians in all residency training
programs from The University of North Carolina who are in training at institutipesated by

the Department of Health and Human Services. This coverage may include commercial
insurance or selinsurance and shall cover these individuals for their acts or omissions only
while they are engaged in providing medical and dental servicesignirto their State
employment or training.

SECTION 10.20.(b) The coverage provided under this section shall not cover any
individual for any act or omission that the individual knows or reasonably should know
constitutes a violation of the applicablenginal laws of any state or the United States or that
arises out of any sexual, fraudulent, criminal, or malicious act or out of any act amounting to
willful or wanton negligence.

SECTION 10.20.(c) The coverage provided pursuant to this section shall not
require any additional appropriations and shall not apply to any individual providing
contractual service to the Department of Health and Human Services, the Department of
Environment and Natural Resources, or the Department of Correction, with the @xdbpti
coverage may include physicians in all residency training programs from The University of
North Carolina who are in training at institutions operated by the Department of Health and
Human Services and licensed physicians who are faculty meofbEne University of North
Carolina who work for the Division of Mental Health, Developmental Disabilities, and
Substance Abuse Services.

CHANGES TO COMMUNITY -FOCUSED ELIMINATING HEALTH DISPARITIES
INITIATIVE

SECTION 10.21.6) Funds appropriated in thect from the General Fund to the
Department of Health and Human Services (Department) for the Comnfautsed
Eliminating Health Disparities Initiative (CFEHDI) shall be used to provide a maximum of 12
grantsin-aid to close the gap in the health staiti\frican-Americans, Hispanics/Latinos, and
American Indians as compared to the health status of white persons. Theséngmahthall
focus on the use of measures to eliminate or reduce health disparities among minority
populations in this State withespect to heart disease, stroke, diabetes, obesity, asthma,
HIV/AIDS, and cancer. The Office of Minority Health shall coordinate and implement the
grantsin-aid program authorized by this section.

SECTION 10.21.(b) In implementing the grandig-aid progam authorized by

subsection (a) of this section, the Department shall ensure all of the following:

(1) The amount of any graim-aid is limited to three hundred thousand dollars
($300,000).

(2)  Only communitybased organizations, faittased organization®cal health
departments, hospitals, and CCNC networks located in urban and rural areas
of the western, eastern, and Piedmont areas of this State are eligible to apply
for these grantm-aid. No more than four granis-aid shall be awarded to
applicans located in any one of the three areas specified in this subdivision.

3) Each eligible applicant shall be required to demonstrate substantial
participation and involvement with all other categories of eligible applicants,
in order to ensure an eviderbased medical home model that will affect
change in health and geographic disparities.

(4) Eligible applicants shall select one or more of the following chronic illnesses
or conditions specific to the applicant's geographic area as the basis for
applying fa a grantin-aid under this section to affect change in the health
status of AfricarAmericans, Hispanics/Latinos, or American Indians:

Heart Disease

Stroke

Diabetes

Obesity

Asthma

HIV/AIDS

. Cancer

(5)  The minimum duration of the grapériod for any granin-aid is two years.

(6) The maximum duration of the grant period for any giardid is three
years.
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(7) If approved for a grarih-aid, the grantee (i) shall not use more than eight
percent (8%) of the grant funds for overhead casts (i) shall be required
at the end of the grant period to demonstrate significant gains in addressing
one or more of the health disparity focus areas identified in subsection (a) of
this section.
(8) An independent panel with expertise in the deliveingervices to minority
populations, health disparities, chronic illnesses and conditions, and
HIV/AIDS shall conduct the review of applications for gramsid. The
Department shall establish the independent panel required by this section.
SECTION 10.21(c) The grantan-aid awarded under this section shall be awarded
in honor of the memory of the following recently deceased members of the General Assembly:
Bernard Allen, John Hall, Robert Holloman, Howard Hunter, Jeanne Lucas, Vernon Malone,
William Martin, and Pete Cunningham. These funds shall be used for concerted efforts to
address large gaps in health status among North Carolinians who are -Aimesican, as well
as disparities among other minority populations in North Carolina.

SECTION 10.21.(d) By October 1, 2012, and annually thereaftee, Department
shall submit a report to the House of Representatives Appropriations Subcommittee on Health
and Human Services, the Senate Appropriations Committee on Health and Human Services,
and the Fiscal &search Division on funds appropriated to the CFEHDI. The report shall
include specific activities undertaken pursuant to subsection (a) of this section to address large
gaps in health status among North Carolinians who are AfAcaerican and other mimay
populations in this State, and shall also address all of the following:

(1) Which communitybased organizations, faitftased organizations, local
health departments, hospitals, and CCNC networks received CFEHDI
grantsin-aid.

(2)  The amount of fundingwarded to each grantee.

(3)  Which of the minority populations were served by each grantee.

(4) Which communitybased organizations, faitftased organizations, local
health departments, hospitals, and CCNC networks were involved in
fulfilling the goals ad activities of each grasm-aid awarded under this
section and what activities were planned and implemented by the grantee to
fulfill the community focus of the CFEHDI program.

5) How the activities implemented by the grantee fulfilled the goal of reduc
health disparities among minority populations, and the specific success in
reducing particular incidences.

FUNDS FOR SCHOOL NURSES

SECTION 10.22(a) All funds appropriated in this act for the School Nurse
Funding Initiative shall be used to suppletnand not supplant other State, local, or federal
funds appropriated or allocated for this purpose. Communities shall maintain their current level
of effort and funding for school nurses. These funds shall not be used to fund nurses for State
agencies. fese funds shall be distributed to local health departments according to a formula
that includes all of the following:

(1)  School nursgo-student ratio.

(2)  Percentage of students eligible for free or reduced meals.

3) Percentage of children in poverty.

4) Per capita income.

(5) Eligibility as a lowwealth county.

(6) Mortality rates for children between 1 and 19 years of age.

(7)  Percentage of students with chronic illnesses.

(8) Percentage of county population consisting of minority persons.

SECTION 10.22.(b) The Division of Public Health shall ensure that school nurses
funded with State funds (i) do not assist in any instructional or administrative duties associated
with a school's curriculum and (ii) perform all of the following with respect to $dineaith
programs:

(1)  Serve as the coordinator of the health services program and provide nursing

care.

(2)  Provide health education to students, staff, and parents.
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(3) Identify health and safety concerns in the school environment and promote a
nurturingschool environment.

(4) Support healthy food services programs.

(5) Promote healthy physical education, sports policies, and practices.

(6) Provide health counseling, assess mental health needs, provide interventions,
and refer students to appropriatesastaff or community agencies.

(7 Promote community involvement in assuring a healthy school and serve as
school liaison to a health advisory committee.

(8) Provide health education and counseling and promote healthy activities and
a healthy environmerfior school staff.

(9) Be available to assist the county health department during a public health
emergency.

REPLACEMENT OF RECEIPTS FOR CHILD DEVELO PMENT SERVICE
AGENCIES
SECTION 10.23. Receipts earned by the Child Development Service Agencies
(CDSAs) fom any public or private thirgarty payer shall be budgeted on a recurring basis to
replace reductions in State appropriations to CDSAs.

HEALTH INFORMATION T ECHNOLOGY

SECTION 10.24.(a) The Department of Health and Human Services, in
cooperation with ta State Chief Information Officer, shall coordinate health information
technology (HIT) policies and programs within the State of North Carolina. The Department's
goal in coordinating State HIT policy and programs shall be to avoid duplication of eifiorts
to ensure that each State agency, public entity, and private entity that undertakes health
information technology activities does so within the area of its greatest expertise and technical
capability and in a manner that supports coordinated Statenatimhal goals, which shall
include at least all of the following:

(2) Ensuring that patient health information is secure and protected, in
accordance with applicable law.

(2) Improving health care quality, reducing medical errors, reducing health
disparites, and advancing the delivery of patieahtered medical care.

3) Providing appropriate information to guide medical decisions at the time and
place of care.

(4)  Ensuring meaningful public input into HIT infrastructure development.

(5) Improving the cordination of information among hospitals, laboratories,
physicians' offices, and other entities through an effective infrastructure for
the secure and authorized exchange of health care information.

(6) Improving public health services and facilitatingrlgadentification and
rapid response to public health threats and emergencies, including
bioterrorist events and infectious disease outbreaks.

(7)  Facilitating health and clinical research.

8 Promoting early detection, prevention, and management afichdseases.

SECTION 10.24.(b) The Department of Health and Human Services shall

establish and direct a HIT management structure that is efficient and transparent and that is
compatible with the Office of the National Health Coordinator for Informatienhmology
(National Coordinator) governance mechanism. The HIT management structure shall be
responsible for all of the following:

(2) Developing a State plan for implementing and ensuring compliance with
national HIT standards and for the most efficiaftective, and widespread
adoption of HIT.

(2)  Ensuring that (i) specific populations are effectively integrated into the State
plan, including aging populations, populations requiring mental health
services, and populations utilizing the public healtlsteay; and (i)
unserved and underserved populations receive priority consideration for HIT
support.

3) Identifying all HIT stakeholders and soliciting feedback and participation
from each stakeholder in the development of the State plan.
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4) Ensuring thaexisting HIT capabilities are considered and incorporated into
the State plan.

(5) Identifying and eliminating conflicting HIT efforts where necessary.

(6) Identifying available resources for the implementation, operation, and
maintenance of health infoation technology, including identifying
resources and available opportunities for North Carolina institutions of
higher education.

(7 Ensuring that potential State plan participants are aware of HIT policies and
programs and the opportunity for improveshtth information technology.

(8) Monitoring HIT efforts and initiatives in other states and replicating
successful efforts and initiatives in North Carolina.

(9) Monitoring the development of the National Coordinator's strategic plan and
ensuring that allstakeholders are aware of and in compliance with its
requirements.

(10) Monitoring the progress and recommendations of the HIT Policy and
Standards Committee and ensuring that all stakeholders remain informed of
the Committee's recommendations.

(11) Monitoring all studies and reports provided to the United States Congress
and reporting to the Joint Legislative Oversight Committee on Information
Technology and the Fiscal Research Division on the impact of report
recommendations on State efforts to implenwaatrdinated HIT.

SECTION 10.24.(c) Beginning October 1, 2011, the Department of Health and

Human Services shall provide quarterly written reports on the status of HIT efforts to the
Senate Appropriations Committee on Health and Human Services, the Huuse
Representatives Appropriations Subcommittee on Health and Human Services, and the Fiscal
Research Division. The reports due each January 1 and July 1 shall consist of updates to
substantial initiatives or challenges that have occurred since the mest oetnprehensive
report. The reports due each October 1 and April 1 shall be comprehensive and shall include
all of the following:

Q) Current status of federal HIT initiatives.

(2) Current status of State HIT efforts and initiatives among both pubtic an
private entities.

(3) A breakdown of current public and private funding sources and dollar
amounts for State HIT initiatives.

4) Department efforts to coordinate HIT initiatives within the State and any
obstacles or impediments to coordination.

5) HIT research efforts being conducted within the State and sources of funding
for research efforts.

(6)  Opportunities for stakeholders to participate in HIT funding and other efforts
and initiatives during the next quarter.

(7) Issues associated with the impkemation of HIT in North Carolina and
recommended solutions to these issues.

FUNDS FOR STROKE PREVENTION

SECTION 10.25.(a) Of the funds appropriated in this act to the Department of
Health and Human Services, Division of Public Health, the sum of fondred thousand
dollars ($400,000) in nonrecurring funds for the 2@D12 fiscal year and the sum of four
hundred thousand dollars ($400,000) in nonrecurring funds for the 22 fiscal year is
allocated to the Heart Disease and Stroke Prevention Bfandontinuation of community
education campaigns and communication strategies, in partnership with the American Heart
Association/American Stroke Association, on stroke signs and symptoms and the importance of
immediate response.

SECTION 10.25.(b) Of the funds appropriated in this act to the Department of
Health and Human Services, Division of Public Health, the sum of fifty thousand dollars
($50,000) in nonrecurring funds for the 204012 fiscal year and the sum of fifty thousand
dollars ($50,000) in onrecurring funds for the 2042013 fiscal year is allocated for continued
operations of the Stroke Advisory Council.

AIDS DRUG ASSISTANCE PROGRAM
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SECTION 10.26. The Department of Health and Human Services (DHHS) shall
work with the Department of Corréah (DOC) to use DOC funds to purchase pharmaceuticals
for the treatment of DOC inmates with HIV/AIDS in a manner that allows these funds to be
accounted for as State matching funds in DHHS' drawdown of federal Ryan White funds.

MEN'S HEALTH

SECTION 10.26A. The Department of Health and Human Services, Division of
Public Health, shall delegate to the Chronic Disease Prevention and Control Office the
responsibility for ensuring attention to the prevention of disease and improvement in the quality
of life for men over their entire lifespan. The Department shall develop strategies for achieving
these goals, which shall include (i) developing a strategic plan to improve health care services,
(i) building public health awareness, (iii) developing initiativaghim existing programs, and
(iv) pursuing federal and State funding for the screening, early detection, and treatment of
prostate cancer and other diseases affecting men's health.

NC HEALTH CHOICE MED ICAL POLICY

SECTION 10.27. Unless required for compince with federal law, the Department
shall not change medical policy affecting the amount, sufficiency, duration, and scope of NC
Health Choice health care services and who may provide services until the Division of Medical
Assistance has prepared a fiwear fiscal analysis documenting the increased cost of the
proposed change in medical policy and submitted it for departmental review. If the fiscal
impact indicated by the fiscal analysis for any proposed medical policy change exceeds one
million dollars ($1,000,000) in total requirements for a given fiscal year, then the Department
shall submit the proposed medical policy change with the fiscal analysis to the Office of State
Budget and Management and the Fiscal Research Division. The Department shall not
implement any proposed medical policy change exceeding one million dollars ($1,000,000) in
total requirements for a given fiscal year unless the source of State funding is identified and
approved by the Office of State Budget and Management. For meddtay ghanges
exceeding one million dollars ($1,000,000) in total requirements for a given fiscal year that are
required for compliance with federal law, the Department shall submit the proposed medical
policy or policy interpretation change with a fiyear fiscal analysis to the Office of State
Budget and Management prior to implementing the change. The Department shall provide the
Office of State Budget and Management and the Fiscal Research Division a quarterly report
itemizing all medical policy changewith total requirements of less than one million dollars
($1,000,000).

COMMUNITY CARE OF NO RTH CAROLINA

SECTION 10.28.(a) The Department of Health and Human Services (Department)
shall submit a report annually from a qualified entity with proven éspee in conducting
actuarial and health care studies on the Medicaidsanshgs achieved by the CCNC networks,
which shall include children, adults, and the aged, blind, and disabled, to the House of
Representatives Appropriations Subcommittee on Heatith Human Services, the Senate
Appropriations Committee on Health and Human Services, and the Fiscal Research Division.

SECTION 10.28.(b) The Department and the Division of Medical Assistance
(DMA) shall enter into a threparty contract between North @#na Community Care
Networks, Inc., (NCCCN, Inc.) and each of the 14 participating local CCNC networks and shall
require NCCCN, Inc., to provide standardized clinical and budgetary coordination, oversight,
and reporting for a statewide Enhanced PrimaayeCCase Management System for Medicaid
enrollees. The contracts shall require NCCCN, Inc., to build upon and expand the existing
successful CCNC primary care case management model to include comprehensive statewide
guantitative performance goals and defables which shall include all of the following areas:

(i) service utilization management, (ii) budget analytics, (iii) budget forecasting methodologies,
(iv) quality of care analytics, (v) participant access measures, and (vi) predictable cost
containmehmethodologies.

SECTION 10.28.(c) NCCCN, Inc., shall report quarterly to the Department and to
the Office of State Budget and Management (OSBM) on the development of the statewide
Enhanced Primary Care Case Management System and its defined goalsiandbiies as
agreed upon in the contract. NCCCN, Inc., shall submit biannual reports to the Secretary of
Health and Human Services, OSBM, the House of Representatives Appropriations
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Subcommittee on Health and Human Services, the Senate Appropriationst@enamiHealth
and Human Services, and the Fiscal Research Division on the progress and results of
implementing the quantitative, analytical, utilization, quality, cost containment, and access
goals and deliverables set out in the contract. NCCCN, Inall, @nduct its own analysis of
the CCNC system to identify any variations from the development plan for the Enhanced
Primary Care Case Management System and its defined goals and deliverables set out in the
contract between DMA and NCCCN, Inc. Upon idBmtig any variations, NCCCN, Inc., shall
develop and implement a plan to address the variations. NCCCN, Inc., shall report the plan to
DMA within 30 days after taking any action to implement the plan.

SECTION 10.28.(d) By January 1, 2012, the Departmentt@®SBM shall assess
the performance of NCCCN, Inc., and CCNC regarding the goals and deliverables established
in the contract. Based on this assessment, the Department and DMA shall expand, cancel, or
alter the contract with NCCCN, Inc., and CCNC effeetidpril 1, 2012. Expansion or
alteration of the contract may reflect refinements based on clearly identified goals and
deliverables in the areas of quality of care, participant access, cost containment, and service
delivery.

SECTION 10.28.(e) By July 1, D12, the Department, DMA, and NCCCN, Inc.,
shall finalize a comprehensive plan that establishes management methodologies which include
all of the following: (i) quality of care measures, (ii) utilization measures, (iii) recipient access
measures, (iv) p&rmance incentive models in which past experience indicates a benefit from
financial incentives, (v) accountable budget models, (vi) shared savings budget models, and
(vi) budget forecasting analytics as agreed upon by the Department, DMA, and NCCCN, Inc
In the development of these methodologies, the Department, DMA, and NCCCN, Inc., shall
consider options for shared risk. The Department and DMA shall provide assistance to
NCCCN, Inc., in meeting the objectives of this section.

MEDICAID MANAGEMENT INFORMATION SYSTEM (MMIS)
FUNDS/IMPLEMENTATION OF MMIS

SECTION 10.29.(a) By August 1, 2011, the Secretary of the Department of Health
and Human Services shall provide detailed cost information on the replacement Medicaid
Management Information System (MMIS) tbhe Chairs of the House of Representatives
Committee on Appropriations and the House of Representatives Subcommittee on Health and
Human Services, the Chairs of the Senate Committee on Appropriations and the Senate
Appropriations Committee on Health anduHan Services, the Joint Legislative Oversight
Committee on Information Technology, the Fiscal Research Division, and the Office of State
Budget and Management. This information shall include the following:

(1) The original total cost of MMIS, by year, boclude five years of operations
and maintenance.

(2)  The current total cost of MMIS, to include five years of operations and
maintenance.

(3) Detailed information on costs associated with each MMIS project, to include
the original cost, the current coahd the reasons for any changes.

(4) A list of change requests and amendments to the original contract, and the
costs associated with each.

(5) Costs for continuing the legacy MMIS beyond the original completion date
for the new MMIS, with detailed inforation on funding sources for those
costs.

(6)  Original costs for each vendor associated with the contract, the current costs
for each, and the reasons for any increases in cost.

SECTION 10.29.(b) The Secretary may utilize prior year earned revenue reteive

for the replacement MMIS in the amount of three million two hundred thtythousand

three hundred four dollars ($3,232,304) in fiscal year 20012 and twelve million dollars
($12,000,000) in fiscal year 202D13. The Department shall utilize prigear earned
revenues received for the procurement, design, development, and implementation of the
replacement MMIS. In the event the Department does not receive prior year earned revenues in
the amounts authorized by this section, or funds are inrifi¢td advance the project, the
Department is authorized, with approval of the Office of State Budget and Management
(OSBM), and after consulting with the Joint Legislative Commission on Governmental
Operations, to utilize overrealized receipts and fumsapriated to the Department to achieve
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the level of funding specified in this section for the replacement MMIS. If the department
requires funding beyond the prior year earned revenue specified in this section, the Department
shall immediately report tdhe Chairs of the House of Representatives Committee on
Appropriations and the House of Representatives Subcommittee on Health and Human
Services, the Chairs of the Senate Committee on Appropriations and the Senate Appropriations
Committee on Health and ufan Services, the Joint Legislative Oversight Committee on
Information Technology, the Fiscal Research Division, and the Office of State Budget and
Management. The report shall include the following:

(2) The amount of the shortfall.

(2) The sources of fuding the Department plans to use to make up for the

shortfall.

(3) The impact on the programs or operations from which the funding is to be

taken.

SECTION 10.29.(c) The Department shall make full development of the
replacement MMIS a top priority. Dugnthe development and implementation of the
replacement MMIS, the Department shall develop plans to ensure the timely and effective
implementation of enhancements to the system to provide the following capabilities:

(2) Receiving and tracking premiums dher payments required by law.

(2) Compatibility with the Health Information System.

SECTION 10.29.(d) The Department shall make every effort to expedite the
implementation of the enhancements. The contract between the Department and each contract
vendor shall contain an explicit provision requiring the replacement MMIS to have the
capability to fully implement the administration of NC Health Choice, NC Kids' Care, Ticket to
Work, Families Pay Part of the Cost of Services under the-KIRFCC, CAP Childrets
Program, and all relevant Medicaid waivers and the Medicare 646 waiver as it applies to
Medicaid eligibles. The Department must have detailed cost information for each requirement
before signing the contract and must immediately provide that costiation to the Chairs of
the House of Representatives Committee on Appropriations and the House of Representatives
Subcommittee on Health and Human Services, the Chairs of the Senate Committee on
Appropriations and the Senate Appropriations Committee ottlHaad Human Services, the
Joint Legislative Oversight Committee on Information Technology, the Fiscal Research
Division, and the Office of State Budget and Management. Any sole source contract must meet
all State requirements and must have the writmgraval of the State CIO. Any decision to
sole source any portion of the contract shall immediately be reported to the Chairs of the House
of Representatives Committee on Appropriations and the House of Representatives
Subcommittee on Health and Human \&&¥s, the Chairs of the Senate Committee on
Appropriations and the Senate Appropriations Committee on Health and Human Services, the
Joint Legislative Oversight Committee on Information Technology, the Fiscal Research
Division, and the Office of State Bgdt and Management.

SECTION 10.29.(e) The Office of the State Chief Information Officer (SCIO) and
the Office of Information Technology Services (ITS) shall work in cooperation with the
Department to ensure the timely and effective implementation ofeflacement MMIS and
enhancements. The SCIO shall ensure that the replacement MMIS meets all State requirements
for project management and shall immediately report any failure to meet State project
management requirements to the Chairs of the House ofesspatives Committee on
Appropriations and the House of Representatives Subcommittee on Health and Human
Services, the Chairs of the Senate Committee on Appropriations and the Senate Appropriations
Committee on Health and Human Services, the Joint Législ®versight Committee on
Information Technology, the Fiscal Research Division, and the Office of State Budget and
Management. The SCIO shall also immediately report if any replacement MMIS project, or
portion of a project, is listed as red in the pcojgortfolio management tool.

SECTION 10.29.(f) Notwithstanding G.S114-2.3, the Department shall engage
the services of private counsel with pertinent information technology and computer law
expertise to review requests for proposals and to negotidteegiew contracts associated with
the replacement MMIS. This shall include amendments exceeding ten million dollars
($10,000,000). The counsel engaged by the Department shall review the replacement MMIS
contracts and amendments between the Departmentttem vendor to ensure that the
requirements of subsection (d) of this section are met in their entirety, and that the terms of the
contract are in the State's best interest.
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SECTION 10.29.(g) By August 1, 2011, the Department shall develop a revised
compehensive schedule for the development and implementation of the replacement MMIS
that fully incorporates federal and State project management and review standards. The
Department shall ensure that the schedule is accurate. Any changes to the design,
dewelopment, and implementation schedule shall be reported as part of the Department's
monthly MMIS reporting requirements. The Department shall submit the schedule to the
Chairs of the House of Representatives Committee on Appropriations and the House of
Representatives Subcommittee on Health and Human Services, the Chairs of the Senate
Committee on Appropriations and the Senate Appropriations Committee on Health and Human
Services, the Joint Legislative Oversight Committee on Information Technology, tted Fis
Research Division, and the Office of State Budget and Management. This submission shall
include a detailed explanation of schedule changes that have occurred since the initiation of the
project, and the cost associated with each change. Any changey milestones shall be
immediately reported to the Chairs of the House of Representatives Committee on
Appropriations and the House of Representatives Subcommittee on Health and Human
Services, the Chairs of the Senate Committee on Appropriations @&e@tiate Appropriations
Committee on Health and Human Services, the Joint Legislative Oversight Committee on
Information Technology, the Fiscal Research Division, and the Office of State Budget and
Management, with a full explanation of the reason forcttenge and any associated costs.

SECTION 10.29.(h) Beginning July 1, 2011, the Department shall make quarterly
reports on the progress of the development and implementation of the replacement MMIS.
This report shall include any changes, or anticipateahgés, in the scope, functionality, or
projected costs. This report shall include any changes to any replacement MMIS vendor
contracts and shall provide a detailed explanation of those changes and the associated cost
increases. Each report shall be maxlthe Chairs of the House of Representatives Committee
on Appropriations and the House of Representatives Subcommittee on Health and Human
Services, the Chairs of the Senate Committee on Appropriations and the Senate Appropriations
Committee on Health antluman Services, the Joint Legislative Oversight Committee on
Information Technology, the Fiscal Research Division, and the Office of State Budget and
Management. A copy of the final report on each contract or amendment award shall also be
submitted to th Joint Legislative Oversight Commission on Governmental Operations.

SECTION 10.29.(i) Upon initiation of the NC MMIS Program Reporting and
Analytics Project, and the Division of Health Services Regulation Project, the Department shall
submit all reportsegarding functionality, schedule, and cost in the next regular cycle of reports
identified in this section. The Department shall ensure that the solution developed in the
Reporting and Analytics Project supports the capability, in its initial implememtato
interface with the State Health Plan for Teachers and State Employees. The costs for this
capability shall be negotiated prior to the award of the Reporting and Analytics Project
contract. The Reporting and Analytics Project solution must beletedpsimultaneously with
the replacement MMIS.

NORTH CAROLINA FAMIL IES ACCESSING SERVICES THROUGH
TECHNOLOGY (NC FAST) FUNDS

SECTION 10.30. Of the funds appropriated in this act to the Department of Health
and Human Services (Department), the nonremgrsum of nine million five hundred
ninety-two thousand three hundred thityo dollars ($9,592,332) for fiscal year 262212
and the nonrecurring sum of nine million five hundred nintety thousand three hundred
thirty-two dollars ($9,592,332) for fiat year 20122013 shall be used to support the NC FAST
project. These funds shall be (i) deposited to the Department's information technology budget
code and (ii) used to match federal funds for the project. In addition, the Department shall
utilize prior year earned revenues received in the amount of eight million seven hundred
sixty-seven thousand six hundred ninsty dollars ($8,767,696) in fiscal year 202012 for
the NC FAST project. Funds appropriated to the Department by this act shall be used to
expedite the development and implementation of the Global Case Management and Food and
Nutrition Services and the Eligibility Information System (EIS) components of the North
Carolina Families Accessing Services through Technology (NC FAST) projecte levidnt
that the Department does not receive prior year earned revenues in the amount authorized by
this section, the Department is authorized, with approval of the Office of State Budget and
Management, to utilize other overrealized receipts and funds@mted to the Department to
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achieve the level of funding specified in this section for the NC FAST project. The Department
shall not obligate any of its overrealized receipts or funds for this purpose without (i) prior
written approval from the Unitedt&es Department of Agriculture Food and Nutrition Service,
the United States Department of Health and Human Services Administration for Children and
Families, the Centers for Medicare and Medicaid Services, and any other federal partner
responsible for gmoving changes to the annual Advance Planning Document update (APDu)
for the NC FAST Program and (ii) prior review and approval from the Office of Information
Technology Services (ITS) and the Office of State Budget and Management (OSBM). The
Department Isall report any changes to the NC FAST Program to the Joint Legislative
Oversight Committee on Information Technology, the Joint Legislative Commission on
Governmental Operations, the Senate Appropriations Committee on Health and Human
Services, the HousAppropriations Subcommittee on Health and Human Services, and the
Fiscal Research Division not later than 30 days after receiving all the approvals required by this
section.

MEDICAID

SECTION 10.31.(a) Use of Funds, Allocation of Costs, Other Authorizasio

(2) Use of funds.i Funds appropriated in this act for services provided in
accordance with Title XIX of the Social Security Act (Medicaid) are for both
the categorically needy and the medically needy.

(2)  Allocation of nonfederal cost of Medicaid. The State shall pay one
hundred percent (100%) of the nonfederal costs of all applicable services
listed in this section. In addition, the State shall pay one hundred percent
(100%) of the federal Medicare Part D clawback payments under the
Medicare Modenization Act of 2004.

3) Use of funds for development and acquisition of equipment and software.

If first approved by the Office of State Budget and Management, the
Division of Medical Assistance, Department of Health and Human Services,
may use fundshat are identified to support the cost of development and
acquisition of equipment and software and related operational costs through
contractual means to improve and enhance information systems that provide
management information and claims processifge Department of Health

and Human Services shall identify adequate funds to support the
implementation and first year's operational costs that exceed funds allocated
for the new contract for the fiscal agent for the Medicaid Management
Information System.

(4) Reports.i Unless otherwise provided, whenever the Department of Health
and Human Services is required by this section to report to the General
Assembly, the report shall be submitted to the House of Representatives
Appropriations Subcommittee on Hdaland Human Services, the Senate
Appropriations Committee on Health and Human Services, and the Fiscal
Research Division of the Legislative Services Office. Reports shall be
submitted on the date provided in the reporting requirement.

(5) Medicaid as secatary payor claims.i The Department shall apply
Medicaid medical policy to recipients who have primary insurance other
than Medicare, Medicare Advantage, and Medicaid. The Department shall
pay an amount up to the actual coinsurance or deductible or loth, i
accordance with the State Plan, as approved by the Department of Health
and Human Services. The Department may disregard application of this
policy in cases where application of the policy would adversely affect
patient care.

SECTION 10.31.(b) Policy.i

(1)  Volume purchase plans and single source procurefindifite Department of
Health and Human Services, Division of Medical Assistance, may, subject to
the approval of a change in the State Medicaid Plan, contract for services,
medical equipment, suppieand appliances by implementation of volume
purchase plans, single source procurement, or other contracting processes in
order to improve cost containment.
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(2)

3)

(4)

(5)

(6)

Costcontainment programsi The Department of Health and Human
Services, Division of MedicaAssistance, may undertake casitainment
programs, including contracting for services, preadmissions to hospitals, and
prior approval for certain outpatient surgeries before they may be performed
in an inpatient setting.

Fraud and abusd. The Division of Medical Assistance, Department of
Health and Human Services, shall provide incentives to counties that
successfully recover fraudulently spent Medicaid funds by sharing State
savings with counties responsible for the recovery of the fraudulently spen
funds.

Medical policy.7 Unless required for compliance with federal law, the
Department shall not change medical policy affecting the amount,
sufficiency, duration, and scope of health care services and who may provide
services until the Division oMedical Assistance has prepared a fyear

fiscal analysis documenting the increased cost of the proposed change in
medical policy and submitted it for departmental review. If the fiscal impact
indicated by the fiscal analysis for any proposed medicatypehange
exceeds three million dollars ($3,000,000) in total requirements for a given
fiscal year, then the Department shall submit the proposed medical policy
change with the fiscal analysis to the Office of State Budget and
Management and the Fiscaksearch Division. The Department shall not
implement any proposed medical policy change exceeding three million
dollars ($3,000,000) in total requirements for a given fiscal year unless the
source of State funding is identified and approved by the OfficBtate
Budget and Management. For medical policy changes exceeding three
million dollars ($3,000,000) in total requirements for a given fiscal year that
are required for compliance with federal law, the Department shall submit
the proposed medical policer policy interpretation change with the
five-year fiscal analysis to the Office of State Budget and Management prior
to implementing the change. The Department shall provide the Office of
State Budget and Management and the Fiscal Research Divisiontelguar
report itemizing all medical policy changes with total requirements of less
than three million dollars ($3,000,000).

Posting of notices of changes on Department Web isitéor any public
notice of change required pursuant to the provisions @.&2R. § 447.205,

the Department shall, no later than seven business days after the date of
publication, publish the same notice on its Web site on the same Web page
as it publishes State Plan amendments, and the notice shall remain on the
Web site continously for 90 days.

Electronic transactions. Medicaid providers shall follow the Department's
established procedures for securing electronic payments and the Department
shall not provide routine provider payments by check. Medicaid providers
shall fle claims electronically, except that nonelectronic claims submission
may be required when it is in the best interest of the Department. Medicaid
providers shall submit Preadmission Screening and Annual Resident
Reviews (PASARR) through the Department'sbvbased tool or through a
vendor with interface capability to submit data into the Wabed
PASARR.

Providers shall submit requests for prior authorizations electronically via
the vendor's Web site. Providers shall access their authorizations via online
portals rather than receiving hard copies by mail. Recipients shall continue
to receive adverse decisions via certified mail. Providers shall receive copies
electronically. Once Web portal is live for provider enrollment, providers
shall submit their provier enrollment applications online. Thereafter, the
Department shall accept electronic signatures, rather than require receipt of
signed hard copies.

SECTION 10.31.(c) Eligibility. 1 Eligibility for Medicaid shall be determined in
accordance with the folang:

1)
Pagell?2

Medicaid and Work First Family Assistande.
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(2)

a.

Family
Size

O~NOUITRAWNE

Income eligibility standardsi The maximum net family annual
income eligibility standards for Medicaid and Work First Family
Assistance and the Standard of Need for Work First Family
Assistance 4l be as follows:

CATEGORICALLY MEDICALLY
NEEDY i WFFA* NEEDY
Standard of Need
&
Families and
Families and WFFA* Children &
Children Payment AA, AB, AD*
Income Level Level Income Level
$4,344 $2,172 $2,900
5,664 2,832 3,800
6,528 3,264 4,400
7,128 3,564 4,800
7,776 3,888 5,200
8,376 4,188 5,600
8,952 4,476 6,000
9,256 4,680 6,300

*Work First Family Assistance (WFFA); Aid to the Aged (AA); Aid to the
Blind (AB); and Aid to the Disabled (AD).
b.

The payment level for WarFirst Family Assistance shall be fifty
percent (50%) of the standard of need. These standards may be
changed with the approval of the Director of the Budget.

The Department of Health and Human Services shall provide
Medicaid coverage to 19and 20yea-olds in accordance with
federal rules and regulations.

Medicaid enrollment of categorically needy families with children
shall be continuous for one year without regard to changes in income
or assets.

For the following Medicaid eligibility classdations for which the federal
poverty guidelines are used as income limits for eligibility determinations,
the income limits will be updated each April 1 immediately following
publication of federal poverty guidelines. The Department of Health and
Human @rvices, Division of Medical Assistance, shall provide Medicaid
coverage to the following:

a.

All elderly, blind, and disabled people who have incomes equal to or
less than one hundred percent (100%) of the federal poverty
guidelines.

Pregnant women wht incomes equal to or less than one hundred
eighty-five percent (185%) of the federal poverty guidelines and
without regard to resources. Services to pregnant women eligible
under this subsection continue throughout the pregnancy but include
only those redted to pregnancy and to those other conditions
determined by the Department as conditions that may complicate
pregnancy.

Infants under the age of one with family incomes equal to or less
than two hundred percent (200%) of the federal poverty guidelines
and without regard to resources.

Children aged one through five with family incomes equal to or less
than two hundred percent (200%) of the federal poverty guidelines
and without regard to resources.

Children aged six through 18 with family incomegual to or less
than one hundred percent (100%) of the federal poverty guidelines
and without regard to resources.
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f. Family planning services to men and women of childbearing age
with family incomes equal to or less than one hundred eiijgay
percent {85%) of the federal poverty guidelines and without regard
to resources.

g. Workers with disabilities described in GR8A-54.1 with unearned
income equal to or less than one hundred fifty percent (150%) of the
federal poverty guidelines.

(3) The Departrant of Health and Human Services, Division of Medical
Assistance, shall provide Medicaid coverage to adoptive children with
special or rehabilitative needs regardless of the adoptive family's income.

(4) The Department of Health and Human Services, Dimisad Medical
Assistance, shall provide Medicaid coverage to "independent foster care
adolescents," ages 18, 19, and 20, as defined in section 1905(w)(1) of the
Social Security Act (42 U.S.C. § 1396d(w)(1)), without regard to the
adolescent's assets, resmms, or income levels.

(5) ICF and ICF/MR work incentive allowancés.The Department of Health
and Human Services may provide an incentive allowance to
Medicaideligible recipients of ICF and ICF/MR services, who are regularly
engaged in work activitiessgart of their developmental plan, and for whom
retention of additional income contributes to their achievement of
independence. The State funds required to match the federal funds that are
required by these allowances shall be provided from savingsnwiitie
Medicaid budget or from other unbudgeted funds available to the
Department. The incentive allowances may be as follows:

Monthly Net Wages Monthly Incentive Allowance
$1.00 to $100.99 Up to $50.00

$101.00 to $200.99 $80.00

$201.00 to $300.99 $130.00

$301.00 and greater $212.00

(6) The Department of Health and Human Services, Division of Medical
Assistance, shall provide Medicaid coverage to women who need treatment
for breast or cervical cancer and who are defined in 42 US.C. §
1396a.(a)(10)(A)(ii)(XVII).

SECTION 10.31.(d) Services and Payment Basesl'he Department shall spend
funds appropriated for Medicaid services in accordance with the following schedule of services
and payment bases. Unless otherwise provided, services and payment bases agll b
prescribed in the State Plan as established by the Department of Health and Human Services
and may be changed with the approval of the Director of the Budget.

The Department of Health and Human Services (DHHS) shall operate and manage
the Medicaid prgram within the annual State appropriation. DHHS shall establish policies,
practices, rates, and expenditure procedures that are in compliance with CMS regulations and
approved State Plans, State laws, and regulations.

Additionally, the Department shall beequired to use the Physician's Advisory
Group for review and will collaborate with other stakeholder groups in the adoption and
implementation of all clinical and payment policies, including all public notice and posting
provisions in use as of the eftee date of this provision.

(2) Mandatory Services.i In order to manage the Medicaid program within the

annual State appropriation, the Secretary shall have the authority to submit

State Plan amendments and establish temporary rules affecting the amount

of service and payment rate for the following mandatory services:

a. Hospital inpatienti Payment for hospital inpatient services will be
prescribed by the State Plan as established by the Department of
Health and Human Services.

b. Hospital outpatienti Eighty percent (80%) of allowable costs or a
prospective reimbursement plan as established by the Department of
Health and Human Services.

C. Nursing facilitiesi Nursing facilities providing services to Medicaid
recipients who also qualify for Medicaraust be enrolled in the
Medicare program as a condition of participation in the Medicaid
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program. State facilities are not subject to the requirement to enroll in

the Medicare program. Residents of nursing facilities who are

eligible for Medicare coveragef nursing facility services must be
placed in a Medicareertified bed. Medicaid shall cover facility
services only after the appropriate services have been billed to

Medicare.

Physicians, certified nurse midwife services, nurse practitioners,

physicia assistantd. Fee schedules as developed by the Department

of Health and Human Services.

EPSDT screensi Payments in accordance with rate schedule

developed by the Department of Health and Human Services.

Home health and related services, duratnedical equipmenti

Payments according to reimbursement plans developed by the

Department of Health and Human Services.

Rural health clinical serviced. Providerbased, reasonable cost,

nonprovidefbased, singkeost reimbursement rate per clinic Visi

Family planningi Negotiated rate for local health departments. For

other providers see specific services, e.g., hospitals, physicians.

Independent laboratory andrdy servicesi Uniform fee schedules

as developed by the Department of Healtth Haman Services.

Medicare Buyin. 7 Social Security Administration premium.

Ambulance serviced. Uniform fee schedules as developed by the

Department of Health and Human Services. Public ambulance

providers will be reimbursed at cost.

Medicare cossover claimsi The Department shall apply Medicaid

medical policy to Medicare claims for dually eligible recipients. The

Department shall pay an amount up to the actual coinsurance or

deductible or both, in accordance with the State Plan, as apprgved b

the Department of Health and Human Services. The Department may

disregard application of this policy in cases where application of the
policy would adversely affect patient care.

Pregnancyelated serviced. Covered services for pregnant women

shall include nutritional counseling, psychosocial counseling, and

predelivery and postpartum home visits as described in clinical
policy.

Mental health service$. Coverage is limited to children eligible for

EPSDT services provided by:

1. Licensed or certiéd psychologists, licensed clinical social
workers, certified clinical nurse specialists in psychiatric
mental health advanced practice, nurse practitioners certified
as clinical nurse specialists in psychiatric mental health
advanced practice, licensesdyghological associates, licensed
professional counselors, licensed marriage and family
therapists, licensed clinical addictions specialists, and
certified clinical supervisors, when Medicaetigible children
are referred by the Community Care of Northrdliaa
primary care physician, a Medicaghrolled psychiatrist, or
the area mental health program or local management entity,
and

2. Institutional providers of residential services as defined by the
Division of Mental Health, Developmental Disabilitiesyda
Substance Abuse Services and approved by the Centers for
Medicare and Medicaid Services (CMS) for children and
Psychiatric Residential Treatment Facility services that meet
federal and State requirements as defined by the Department.

Optional Services.i In order to manage the Medicaid program within the
annual State appropriation, the Secretary shall have the authority to submit
State Plan amendments and establish temporary rules affecting the amount
of service, payment rate, or elimination of tbé#dwing optional services:
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Certified registered nurse anesthetists.

Community Alternative Programs.

Hearing aidsi Wholesale cost plus dispensing fee to provider.

Ambulatory surgical centers.

Private duty nursing, clinic services, preph&hlth plans.

Intermediate care facilities for the mentally retarded.

Chiropractors, podiatrists, optometrists, dentists.

Dental coverage. Dental services shall be provided on a restricted

basis in accordance with criteria adopted by the Depgauttnto

implement this subsection.

Optical suppliesi Payment for materials is made to a contractor in

accordance with 42 C.F.R. § 431.54(d). Fees paid to dispensing

providers are negotiated fees established by the State agency based

on industry charges

Physical therapy, occupational therapy, and speech theifapy.

Services for adults. Payments are to be made only to qualified

providers at rates negotiated by the Department of Health and Human

Services.

Personal care serviceésPayment in accordae with the State Plan

developed by the Department of Health and Human Services.

Case management servicefReimbursement in accordance with the

availability of funds to be transferred within the Department of

Health and Human Services.

Hospice angballiative care.

Medically necessary prosthetics or orthoticén order to be eligible

for reimbursement, providers must be licensed or certified by the

occupational licensing board or the certification authority having

authority over the provider'sicense or certification. Medically

necessary prosthetics and orthotics are subject to prior approval and

utilization review.

Health insurance premiums.

Medical care/other remedial caiie Services not covered elsewhere

in this section include relates®rvices in schools; health professional

services provided outside the clinic setting to meet maternal and

infant health goals.

Bariatric surgeriesi Covered as described in clinical policy 1A,

Surgery for Clinically Severe Obesity. In order toseathe standard

of bariatric care in North Carolina, approval for these procedures

shall only be granted to those providers (facilities and surgeons) who

are designated as a Bariatric Surgery Center of Excellence (BSCOE)

by the American Society for Metalol and Bariatric Surgery

(ASMBS). Providers must then submit to NC Medicaid

documentation of their designation as a BSCOE as well as verify

their continued annual participation.

Drugs.i

1. Reimbursementsi Reimbursements shall be available for
presciption drugs as allowed by federal regulations plus a
professional services fee per month, excluding refills for the
same drug or generic equivalent during the same month.
Payments for drugs are subject to the provisions of this
subdivision or in accordarcwith the State Plan adopted by
the Department of Health and Human Services, consistent
with federal reimbursement regulations. Payment of the
professional services fee shall be made in accordance with the
State Plan adopted by the Department of Health Humman
Services, consistent with federal reimbursement regulations.
The professional services fee shall be established by the
Department. In addition to the professional services fee, the
Department may pay an enhanced fee for pharmacy services.
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Limitations on quantity.i The Department of Health and
Human Services may establish authorizations, limitations,
and reviews for specific drugs, drug classes, brands, or
guantities in order to manage effectively the Medicaid
program. The Department may imposgop authorization
requirements on braatame drugs for which the phrase
"medically necessary" is written on the prescription.
Dispensing of generic drugs.i  Notwithstanding
G.S.90-85.27 through G.20-85.31, or any other law to the
contrary, under # Medical Assistance Program (Title XIX
of the Social Security Act), and except as otherwise provided
in this subsection for drugs listed in the narrow therapeutic
index, a prescription order for a drug designated by a trade or
brand name shall be considdrto be an order for the drug by
its established or generic name, except when the prescriber
has determined, at the time the drug is prescribed, that the
brandname drug is medically necessary and has written on
the prescription order the phrase "medicalbecessary.” An
initial prescription order for a drug listed in the narrow
therapeutic drug index that does not contain the phrase
"medically necessary" shall be considered an order for the
drug by its established or generic name, except that a
pharmacy Ball not substitute a generic or established name
prescription drug for subsequent brand or trade name
prescription orders of the same prescription drug without
explicit oral or written approval of the prescriber given at the
time the order is filled. Gemnie drugs shall be dispensed at a
lower cost to the Medical Assistance Program rather than
trade or branghame drugs. Notwithstanding this subdivision
to the contrary, the Secretary of Health and Human Services
may prevent substitution of a generic equevdl drug,
including a generic equivalent that is on the State maximum
allowable cost list, when the net cost to the State of the
brandname drug, after consideration of all rebates, is less
than the cost of the generic equivalent. As used in this
subsectia, "brand name" means the proprietary name the
manufacturer places upon a drug product or on its container,
label, or wrapping at the time of packaging; and "established
name" has the same meaning as in section 502(e)(3) of the
Federal Food, Drug, and Costit Act, as amended, 21
U.S.C. 8§ 352(e)(3).
Specialty drug provider network.The Department of Health
and Human Services shall work with specialty drug
providers, manufacturers of specialty drugs, Medicaid
recipients who are prescribed specialty druand the medical
professionals that treat Medicaid recipients who are
prescribed specialty drugs to develop ways to ensure that best
practices and the prevention of overutilization are maintained
in the delivery and utilization of specialty drugs.
Lock controlled substances prescriptions into single
pharmacy/provideri The Department of Health and Human
Services, Division of Medical Assistance, shall lock Medicaid
enrollees into a single pharmacy and provider when the
Medicaid enrollee's utilization fo selected controlled
substance medications meets the {ockriteria approved by
the NC Physicians Advisory Group, as follows:
l. Enrollees may be prescribed selected controlled
substance medications by only one prescribing
physician and may not changehet prescribing
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physician at any time without prior approval or
authorization by the Division.

I. Enrollees may have prescriptions for selected
controlled substance medications filled at only one
pharmacy and may not change to another pharmacy at
any timewithout prior approval or authorization by
the Division.

Prior authorizationi The Department of Health and Human

Services, Division of Medical Assistance, may initiate prior

authorization for the prescribing of drugs specified for the

treatment of metal illness by providers who fail to prescribe
those drugs in accordance with indications and dosage levels
approved by the federal Food and Drug Administration. The

Department may require retrospective clinical justification for

the use of multiple psydtropic drugs for a Medicaid patient.

For individuals 18 years of age and under who are prescribed

three or more psychotropic medications, the Department shall

implement clinical edits that target inefficient, ineffective, or
potentially harmful prescribop patterns. When such patterns
are identified, the Medical Director for the Division of

Medical Assistance and the Chief of Clinical Policy for the

Division of Mental Health, Developmental Disabilities, and

Substance Abuse Services shall require a -fzepeer

consultation with the target prescribers. Alternatives

discussed during the peterpeer consultations shall be based
upon:

l. Evidencebased criteria available regarding efficacy
or safety of the covered treatments; and

Il. Policy approval by a majy vote of the North
Carolina Physicians Advisory Group (NCPAG).

The target prescriber has final decisioaking authority to

determine which prescription drug to prescribe or refill.

Preferred Drug Listi The Department of Health and Human

Services ball establish and implement a preferred drug list

program under the Division of Medical Assistance.

Medications prescribed for the treatment of mental illness

shall be included on the Preferred Drug List (PDL).

The pharmaceutical and therapeutics committé the
Physician's Advisory Group (PAG) shall provide ongoing
review of the preferred drug list, including the
implementation of prior authorization on identified drugs.
Members of the committee shall submit conflict of interest
disclosure statements tbhe Department and shall have an
ongoing duty to disclose conflicts of interest not included in
the original disclosure.

The Department, in consultation with the PAG, shall
adopt and publish policies and procedures relating to the
preferred drug list, inciding the following:

Guidelines for the presentation and review of drugs
for inclusion on the preferred drug list.

Il. The manner and frequency of audits of the preferred
drug list for appropriateness of patient care and
costeffectiveness.

II. An appeils process for the resolution of disputes.

V. Such other policies and procedures as the Department
deems necessary and appropriate.

The Department and the pharmaceutical and therapeutics
committee shall consider all therapeutic classes of
prescription dugs for inclusion on the preferred drug list,
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except medications for  treatment of human

immunodeficiency virus or acquired immune deficiency

syndrome shall not be subject to consideration for inclusion
on the preferred drug list.

The Department shall maaith an updated preferred drug
list in electronic format and shall make the list available to
the public on the Department's Internet Web site.

The Department shall (i) enter into a multistate
purchasing pool; (ii) negotiate directly with manufacturers or
labelers; (iii) contract with a pharmacy benefit manager for
negotiated discounts or rebates for all prescription drugs
under the medical assistance program; or (iv) effectuate any
combination of these options in order to achieve the lowest
available pricdor such drugs under such program.

The Department may negotiate supplemental rebates from
manufacturers that are in addition to those required by Title
XIX of the Social Security Act. The committee shall consider
a product for inclusion on the preferredugrlist if the
manufacturer provides a supplemental rebate. The
Department may procure a sole source contract with an
outside entity or contractor to conduct negotiations for
supplemental rebates.

The Secretary of the Department of Health and Human
Services shall establish a Preferred Drug List (PDL) Policy
Review Panel within 60 days after the effective date of this
section. The purpose of the PDL Policy Review Panel is to
review the Medicaid PDL recommendations from the
Department of Health and Human Sees, Division of
Medical Assistance, and the Physician Advisory Group
Pharmacy and Therapeutics (PAG P&T) Committee.

The Secretary shall appoint the following individuals to
the review panel: (i) the Director of Pharmacy for the
Division of Medical Assisince, (ii) a representative from the
PAG P&T Committee, (iii) a representative from the Old
North State Medical Society, (iv) a representative from the
North Carolina Association of Pharmacists, (v) a
representative from Community Care of North Caroling, (

A representative from the North Carolina Psychiatric
Association, (vii) A representative from the North Carolina
Pediatric Society, (viii) A representative from the North
Carolina Academy of Family Physicians, (ix) a representative
from the North Caraha Chapter of the American College of
Physicians, (x) a representative from a resehssed
pharmaceutical company, (xi) a representative from a
hospitatbased pharmacy.

Individuals appointed to the Review Panel, except for the
Division's Director of Phanacy, shall only serve a twgear
term.

After the Department, in consultation with the PAG P&T
Committee, publishes a proposed policy or procedure related
to the Medicaid PDL, the Review Panel shall hold an open
meeting to review the recommended policy mpocedure
along with any written public comments received as a result
of the posting. The Review Panel shall provide an opportunity
for public comment at the meeting. After the conclusion of
the meeting, the Review Panel shall submit policy
recommendatias about the proposed Medicaid PDL policy
or procedure to the Secretary.
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The Department may establish a Preferred Drug List for
the North Carolina Health Choice for Children program and
pursue negotiated discounts or rebates for all prescription
drugs underthe program in order to achieve the lowest
available price for such drugs under such program. The
Department may procure a sole source contract with an
outside entity or contractor to conduct negotiations for these
discounts or rebates. The PAG P&T Cortiee and Preferred
Drug List Policy Review Panel will provide
recommendations on policies and procedures for the NC
Health Choice Preferred Drug List.

Incentive Payments as outlined in the State Medicaid Health

Information Plan for Electronic Health Reds.

Other mental health servicek.Unless otherwise covered by this

section, coverage is limited to the following:

1. Services as established by the Division of Medical Assistance
in consultation with the Division of Mental Health,
Developmental Didailities, and Substance Abuse Services
and approved by the Centers for Medicare and Medicaid
Services (CMS) when provided in agencies meeting the
requirements and reimbursement is made in accordance with
a State Plan developed by the Department of Health a
Human Services not to exceed the upper limits established in
federal regulations.

2. For Medicaideligible adults, services provided by licensed or
certified psychologists, licensed clinical social workers,
certified clinical nurse specialists in psyatric mental health
advanced practice, and nurse practitioners certified as clinical
nurse specialists in psychiatric mental health advanced
practice, licensed psychological associates, licensed
professional counselors, licensed marriage and family
therapsts, certified clinical addictions specialists, and
licensed clinical supervisors, Mediceatlgible adults may be
selfreferred.

3. Payments made for services rendered in accordance with this
subdivision shall be qualified providers in accordance with
appoved policies and the State Plan. Nothing in
sub-subsubdivisions 1. or 2. of this sub-subdivision shall be
interpreted to modify the scope of practice of any service
provider, practitioner, or licensee, nor to modify or attenuate
any collaboration or swgpvision requirement related to the
professional activities of any service provider, practitioner, or
licensee. Nothing in sub-stgubdivisions 1. or 2. of this
sub-subdivision shall be interpreted to require any private
health insurer or health plan to kea direct thirdparty
reimbursements or payments to any service provider,
practitioner, or licensee.

Notwithstanding G.S150B-21.1(a), the Department of Health
and Human Services may adopt temporary rules in accordance with
Chapter 150B of the General &ies further defining the
gualifications of providers and referral procedures in order to
implement this subdivision. Coverage policy for services established
by the Division of Medical Assistance in consultation with the
Division of Mental Health, Devefmmental Disabilities, and
Substance Abuse Services under-subdivisions a. and b.2. of this
subdivision shall be established by the Division of Medical
Assistance.

Experimental/investigational medical procedurés.Coverage is

limited to services, sygies, drugs, or devices recognized as standard
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medical care for the condition, disease, illness, or injury being treated
as determined by nationally recognized scientific professional
organizations or scientifically based federal organizations such as the
Food and Drug Administration, the National Institutes of Health, the
Centers for Disease Control, or the Agency for Health Care Research
and Quality.

V. Clinical trials.7 The Division of Medical Assistance shall develop
clinical policy for the coverageforoutine costs in clinical trial
services for lifethreatening conditions using resources such as
coverage criteria from Medicare, NC State Health Plan, and the input
of the Physician Advisory Group.

w. Organ transplants.

Never Events and Hospital Agmed Conditions (HACs) shall not be

reimbursed. Medicaid will adhere to Medicare requirements for definition of

events and conditions.

SECTION 10.31.(e) Provider Performance Bonds and Visits.

(1)

(1a)

(2)

Subject to the provisions of this subdivision, the Depant may require
Medicaidenrolled providers to purchase a performance bond in an amount
not to exceed one hundred thousand dollars ($100,000) naming as
beneficiary the Department of Health and Human Services, Division of
Medical Assistance, or provide the Department a validly executed letter of
credit or other financial instrument issued by a financial institution or agency
honoring a demand for payment in an equivalent amount. The Department
may require the purchase of a performance bond or the ssibmiof an
executed letter of credit or financial instrument as a condition of initial
enrollment, reenroliment, or reinstatement if:

a. The provider fails to demonstrate financial viability.
b. The Department determines there is significant potentiafréard
and abuse.
C. The Department otherwise finds it is in the best interest of the

Medicaid program to do so.
The Department shall specify the circumstances under which a performance
bond or executed letter of credit will be required.
The Departmeinmay waive or limit the requirements of this subsection for
individual Medicaidenrolled providers or for one or more classes of
Medicaidenrolled providers based on the following:

a. The provider's or provider class's dollar amount of monthly billings
to Medicaid.

b. The length of time an individual provider has been licensed,
endorsed, certified, or accredited in this State to provide services.

C. The length of time an individual provider has been enrolled to
provide Medicaid services in this State.

d. The provider's demonstrated ability to ensure adequate record
keeping, staffing, and services.

e. The need to ensure adequate access to care.

In waiving or limiting requirements of this subsection, the Department shall
take into consideration the potentisical impact of the waiver or limitation

on the State Medicaid Program. The Department shall provide to the affected
provider written notice of the findings upon which its action is based and
shall include the performance bond requirements and the amsdinder
which a waiver or limitation apply. The Department may adopt temporary
rules in accordance with G.850B-21.1 as necessary to implement this
provision.

Reimbursement is available for up to 30 visits per recipient per fiscal year
for the following professional services: physicians, nurse practitioners, nurse
midwives, physician assistants, clinics, health departments, optometrists,
chiropractors, and podiatrists. The Department of Health and Human
Services shall adopt medical policies in ademce with G.S108A-54.2 to
distribute the allowable number of visits for each service or each group of
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services consistent with federal law. In addition, the Department shall
establish a threshold of some number of visits for these services. The
Departmat shall ensure that primary care providers or the appropriate
CCNC network are notified when a patient is nearing the established
threshold to facilitate care coordination and intervention as needed.

Prenatal services, all EPSDT children, emergency roasiisy and
mental health visits subject to independent utilization review are exempt
from the visit limitations contained in this subdivision. Subject to
appropriate medical review, the Department may authorize exceptions when
additional care is medicallyecessary. Routine or maintenance visits above
the established visit limit will not be covered unless necessary to actively
manage a life threatening disorder or as an alternative to more costly care
options.

SECTION 10.31.(f) Exceptions and LimitationsnoServices; Authorization of
Co-Payments and Other Servicés.

(1)

(2)

3)

Exceptions to service limitations, eligibility requirements, and payments.
Service limitations, eligibility requirements, and payment bases in this
section may be waived by the Departineh Health and Human Services,
with the approval of the Director of the Budget, to allow the Department to
carry out pilot programs for prepaid health plans, contracting for services,
managed care plans, or commusbgsed services programs in accordance
with plans approved by the United States Department of Health and Human
Services or when the Department determines that such a waiver or
innovation projects will result in a reduction in the total Medicaid costs.
Co-payment for Medicaid services.The Department of Health and Human
Services may establish-payments up to the maximum permitted by federal
law and regulation.

Provider enrollment fed. Effective September 1, 2009, the Department of
Health and Human Services, Division of Medical Assise, shall charge an
enroliment fee of one hundred dollars ($100.00), or the amount federally
required, to each provider enrolling in the Medicaid program for the first
time. The fee shall be charged to all providers at recredentialing every three
years.

SECTION 10.31.(g) Rules, Reports, and Other Mattdrs.

Rules.i The Department of Health and Human Services may adopt temporary or
emergency
G.S.150B-21.1A when it finds that these ad are necessary to maximize receipt of federal
funds within existing State appropriations, to reduce Medicaid expenditures, and to reduce
fraud and abuse. The Department of Health and Human Services shall adopt rules requiring
providers to attend trainings a condition of enrollment and may adopt temporary or
emergency rules to implement the training requirement.

Prior to the filing of the temporary or emergency rules authorized under this
subsection with the Rules Review Commission and the Office of hdtrative Hearings, the
Department shall consult with the Office of State Budget and Management on the possible
fiscal impact of the temporary or emergency rule and its effect on State appropriations and
local governments.

rules according to the procedures established in153BB$21.1 and

MEDICAID PROVIDER AS SESSMENTS

SECTION 10.31A. The Secretary of Health and Human Services may implement a

Medicaid assessment program for any willing provider category allowed under federal
regulations up to the maximum percentage allowed by federal regulation. The Department may
retainup to sixtyfive percent (65%) of the amount from an assessment program implemented
after December 31, 2010, that can be used by the Department to support Medicaid
expenditures. Any assessment funds not retained by the Department shall be used to draw
federal Medicaid matching funds for implementing increased rates or new reimbursement plans
for each provider category being assessed.

Receipts from the assessment program are hereby appropriated for th202011
fiscal year and the 2012013 fiscal year fothe purposes set out in this section.
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DMA CONTRACT SHORTFA LL

SECTION 10.32.@) Budget approval is required by the Office of State Budget and
Management prior to the Department of Health and Human Services, Division of Medical
Assistance, entering intong new contract or the renewal or amendment of existing contracts
that exceed the current contract amounts.

SECTION 10.32.(b) The Division of Medical Assistance shall make every effort to
effect savings within its operational budget and use those sawvindfset its contract shortfall.
Notwithstanding G.S143G6-4(b)(3), the Department may use funds appropriated in this act to
cover the contract shortfall in the Division of Medical Assistance if insufficient funds exist
within the Division.

MEDICAID CO ST CONTAINMENT ACTIV ITIES

SECTION 10.33.(a) The Department of Health and Human Services may use up to
five million dollars ($5,000,000) in the 20PD12 fiscal year and up to five million dollars
($5,000,000) in the 2012013 fiscal year in Medicaid fundsidgeted for program services to
support the cost of administrative activities when -@dfgctiveness and savings are
demonstrated. The funds shall be used to support activities that will contain the cost of the
Medicaid Program, including contractingrfservices, hiring additional staff, funding pilot
programs, Health Information Exchange and Health Information Technology (HIE/HIT)
administrative activities, or providing grants through the Office of Rural Health and
Community Care to plan, develop, antblement cost containment programs.

Medicaid cost containment activities may include prospective reimbursement
methods, incentivdased reimbursement methods, service limits, prior authorization of
services, periodic medical necessity reviews, revisedlicak necessity criteria, service
provision in the least costly settings, plastic magrsttipped Medicaid identification cards for
issuance to Medicaid enrollees, fraud detection software or other fraud detection activities,
technology that improves aiical decision making, credit balance recovery and data mining
services, and other cost containment activities. Funds may be expended under this section only
after the Office of State Budget and Management has approved a proposal for the expenditure
submited by the Department. Proposals for expenditure of funds under this section shall
include the cost of implementing the cost containment activity and documentation of the
amount of savings expected to be realized from the cost containment activity.

SECTION 10.33.(b) The Department shall report annually on the expenditures
under this section to the House of Representatives Appropriations Subcommittee on Health and
Human Services, the Senate Appropriations Committee on Health and Human Services, and the
Fisal Research Division. The report shall include the methods used to achieve savings and the
amount saved by these methods. The report is due to the House and Senate Appropriations
Subcommittees on Health and Human Services and the Fiscal Research Diwideter than
December 1 of each year for the activities of the previous State fiscal year.

MEDICAID SPECIAL FUN D TRANSFER

SECTION 10.34. Of the funds transferred to the Department of Health and Human
Services for Medicaid programs pursuant to G4&G9-1, there is appropriated from the
Medicaid Special Fund to the Department of Health and Human Services the sum-tifrésety
million dollars ($43,000,000) for the 20PD12 fiscal year and the sum of fottyree million
dollars ($43,000,000) for the 222013 fiscal year. These funds shall be allocated as
prescribed by G.943G9-1(b) for Medicaid programs. Notwithstanding the prescription in
G.S.143G9-1(b) that these funds not reduce State general revenue funding, these funds shall
replace the rediion in general revenue funding effected in this act. The Department may also
use funds in the Medicaid Special Fund to fund the settlement of the Disproportionate Share
Hospital payment audit issues between the Department of Health and Human Servibes and
federal government related to fiscal years 12082, and funds are appropriated from the Fund
for the 20112012 fiscal year for this purpose.

ACCOUNTING FOR MEDIC AID RECEIVABLES AS N ONTAX REVENUE

SECTION 10.35.(a) Receivables reserved at the endtbé 20112012 and
20122013 fiscal years shall, when received, be accounted for as nontax revenue for each of
those fiscal years.
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SECTION 10.35.(b) For the 20112012 fiscal year, the Department of Health and
Human Services shall deposit from its revenuwwse hundred fifteen million dollars
($115,000,000) with the Department of State Treasurer to be accounted for as nontax revenue.
For the 20122013 fiscal year, the Department of Health and Human Services shall deposit
from its revenues one hundred fifteanillion dollars ($115,000,000) with the Department of
State Treasurer to be accounted for as nontax revenue. These deposits shall represent the return
of General Fund appropriations, nonfederal revenue, fund balances or other resources from
Stateewned-ad-operatd-hospitals which are used to provide indigent and-indigent care
services. The return from Stadevwned-and-eperadehospitals to DHHS will be made from
nonfederal resources in an amount equal to the amount of the payments from the Division of
Medical Assistance for uncompensated care. The treatment of any revenue derived from federal
programs shall be in accordance with the requirements specified in the Code of Federal
Regulations, Title 2, Part 225.

FAMILIES PAY PART OF THE COST OF SERVICES UNDER THE CAP-MR/DD
PROGRAM AND THE CAP-CHILDREN'S PROGRAM B ASED ON FAMILY
INCOME

SECTION 10.36.(a) Subject to approval from the Centers for Medicare and
Medicaid Services (CMS), the Department of Health and Human Services, Division of Medical
Assistance,shall, in consultation with the Division of Mental Health, Developmental
Disabilities, and Substance Abuse Services and Community Alternatives Program (CAP)
stakeholders, develop a schedule of @bstring requirements for families of children with
incomes above the Medicaid allowable limit to share in the costs of their child's Medicaid
expenses under the CARPR/DD (Community Alternatives Program for Mental Retardation
and Developmentally Disabled) and the GBP(Community Alternatives Program for
Children). The cossharing amounts shall be based on a sliding scale of family income and
shall take into account the impact on families with more than one child in the CAP programs.
In developing the schedule, the Department shall also take into considetiatier states
have implemented cesharing in their CAP programs. The Division of Medical Assistance
may establish monthly deductibles as a means of implementing thishawstg. The
Department shall provide for at least one public hearing and gpipertanities for individuals
to comment on the imposition of cestaring under the CAP program schedule.

SECTION 10.36.(b) The Division of Medical Assistance shall also, in
collaboration with the Controller's Office of the Department of Health and H@®euices, the
Division of Information Resource Management (DIRM), and the new vendor of the
replacement Medicaid Management Information System, develop business rules, program
policies, and procedures and define relevant technical requirements.

SECTION 10.36.(c) Implementation of this provision shall be delayed until the
implementation of the new Medicaid Management Information System.

AUTHORIZE THE DIVISI ON OF MEDICAL ASSISTANCE TO TAKE CERTAIN
STEPS TO EFFECTUATE COMPLIANCE WITH BUDG ET REDUCTIONS IN
THE MEDICAID PROGRAM
SECTION 10.37.(a) The Department of Health and Human Services, Division of
Medical Assistance, may take the following actions, notwithstanding any other provision of this
act or other State law or rule to the contrary:
(2) In-Home Care mvision. 1 In order to enhance fhome aide services to
Medicaid recipients, the Department of Health and Human Services,
Division of Medical Assistance, shall:
a. No longer provide services under PCS and PGS the later of

January 1, 2012, or whenev@MS approves the elimination of the

PCS and PGC®Ilus programs and the implementation of the

following two new services:

1. In-Home Care for Children (IHCC)i Services to assist
families to meet the thome care needs of children, including
those individals under the age of 21 receiving
comprehensive and preventive child health services through
the Early and Periodic Screening, Diagnosis, and Treatment
(EPSDT) program.
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2.

In-Home Care for Adults (IHCA)I Services to meet the
eating, dressing, bathing, ileting, and mobility needs of
individuals 21 years of age or older who, because of a
medical condition, disability, or cognitive impairment,
demonstrate unmet needs for, at a minimum (i) three of the
five qualifying activities of daily living (ADLs) wh limited
handson assistance; (ii) two ADLs, one of which requires
extensive assistance; or (iii) two ADLS, one of which requires
assistance at the full dependence level. The five qualifying
ADLs are eating, dressing, bathing, toileting, and mobility.
IHCA shall serve individuals at the highest level of need for
in-home care who are able to remain safely in the home

b. Establish, in accordance with GH8A-54.2, a Medical Coverage
Policy for each of these programs to include:

1.

For IHCC, up to 60 hourper month in accordance with an
assessment conducted by DMA or its designee and a plan of
care developed by the service provider and approved by
DMA or its designee. Additional hours may be authorized
when the services are required to correct or amediatetects

and physical and mental illnesses and conditions in this age
group, as defined in 42 U.S.C. 8§ 1396d(r)(5), in accordance
with a plan of care approved by DMA or its designee.

2. For IHCA, up to 80 hours per month in accordance with an
assessmentoaducted by DMA or its designee and a plan of
care developed by the service provider and approved by
DMA or its designee.

C. Implement the following program limitations and restrictions to

apply to both IHCC and IHCA:

Additional services to children raged under federal EPSDT
requirements shall be provided to qualified recipients in the
IHCC Program.

Services shall be provided in a manner that supplements,
rather than supplants, family roles and responsibilities.
Services shall be authorized imaunts based on assessed
need of each recipient, taking into account care and services
provided by the family, other public and private agencies, and
other informal caregivers who may be available to assist the
family. All available resources shall be i#dd fully, and
services provided by such agencies and individuals shall be
disclosed to the DMA assessor.

Services shall be directly related to the haodsassistance
and related tasks to complete each qualifying ADL in
accordance with the IHCC or IHKCassessment and plan of
care, as applicable.

Services provided under IHCC and IHCA shall not include
household chores not directly related to the qualifying ADLs,
nonmedical transportation, financial management, and
northandson assistance such as aggi prompting, guiding,
coaching, or babysitting.

Essential errands that are critical to maintaining the health
and welfare of the recipient may be approved on a
caseby-case basis by the DMA assessor when there is no
family member, other individual, pgram, or service
available to meet this need. Approval, including the amount
of time required to perform this task, shall be documented on
the recipient's assessment form and plan of care.

d. Utilize the following process for admission to the IHCC and AHC
programs:
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1.

The recipient shall be seen by his or her primary or attending
physician, who shall provide written authorization for referral
for the service and written attestation to the medical necessity
for the service.

All assessments for admissioto IHCC and IHCA,
continuation of these services, and change of status reviews
for these services shall be performed by DMA or its designee.
The DMA designee may not be an owner of a provider
business or provider of ihome or personal care services of
ary type.

DMA or its designee shall determine and authorize the
amount of service to be provided on a "needs basis," as
determined by its review and findings of each recipient's
degree of functional disability and level of unmet needs for
handson personkassistance in the five qualifying ADLs.

Take all appropriate actions to manage the cost, quality, program
compliance, and utilization of services provided under the IHCC and
IHCA programs, including, but not limited to:

1.

© © No g &

10.

Priority independent reassesent of recipients before the
anniversary date of their initial admission or reassessment for
those recipients likely to qualify for the restructured IHCC
and IHCA programs.

Priority independent reassessment of recipients requesting a
change of servicprovider.

Targeted reassessments of recipients prior to their anniversary
dates when the current provider assessment indicates they
may not qualify for the program or for the amount of services
they are currently receiving.

Targeted reassessment reCipients receiving services from
providers with a history of program noncompliance.

Provider desk and esite reviews and recoupment of all
identified overpayments or improper payments.

Recipient reviews, interviews, and surveys.

The use of marated electronic transmission of referral
forms, plans of care, and reporting forms.

The use of mandated electronic transmission of uniform
reporting forms for recipient complaints and critical incidents.
The use of automated systems to monitor, watal and
profile provider performance against established performance
indicators.

Establishment of rules that implement the requirements of 42
C.F.R. §441.16.

Time line for implementation of new IHCC and IH@*ograms.

1.

Subject to approvals fron€MS, DMA shall make every
effort to implement the new IHCC and IHCA programs by
January 1, 2013.

DMA shall ensure that individuals who qualify for the IHCC
and IHCA programs shall not experience a lapse in service
and, if necessary, shall be admitted the basis of their
current provider assessment when an independent
reassessment has not yet been performed and the current
assessment documents that the medical necessity
requirements for the IHCC or IHCA program, as applicable,
have been met.

Prior o the implementation date of the new IHCC and IHCA
programs, all recipients in the PCS and HRI& programs
shall be notified pursuant to 42 C.F.R. § 431.220(b) and
discharged, and the Department shall no longer provide
services under the PCS and PRI8s programs, which shall
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(2)

3)

(4)

(5)

terminate. Recipients who qualify for the new IHCC and
IHCA programs shall be admitted and shall be eligible to
receive services immediately.

Clinical coverage.i The Department of Health and Human Services,

Division of Medical Assistance, shall amend applicable clinical policies and

submit applicable State Plan amendments to Centers for Medicare and

Medicaid Services (CMS) to implement the budget reductions authorized in

the following clinical coverage areas in this act:

a. Eliminate or limit adult physical therapy, occupational therapy, and
speech therapy visits to three visits per calendar year.

MH/DD/SAS personal care and personal assistance services provigion.

denial, reduction, or termination of Medicdichded persaal care services

or in-home care services shall result in a similar denial, reduction, or

termination of Statdunded MH/DD/SAS personal care and personal

assistance services.

Community Support Teani. Authorization for a Community Support Team

shall ke based upon medical necessity as defined by the Department and

shall not exceed 18 hours per week.

MH residential.i The Department of Health and Human Services shall

restructure the Medicaid child mental health, developmental disabilities, and

substace abuse residential services to ensure that total expenditures are
within budgeted levels. All restructuring activities shall be in compliance
with federal and State law or rule. The Divisions of Medical Assistance and

Mental Health, Developmental Dis#ibes, and Substance Abuse Services

shall establish a team inclusive of providers, LMEs, and other stakeholders

to assure effective transition of recipients to appropriate treatment options.

The restructuring shall address all of the following:

a. Submis#on of the therapeutic family service definition to CMS.

b. The Department shall reexamine the entrance and continued stay
criteria for all residential services. The revised criteria shall promote
least restrictive services in the home prior to resideptadement.
During treatment, there must be inclusion in community activities
and parent or legal guardian participation in treatment.

C. Require all existing residential providers or agencies to be nationally
accredited within one year of enactment okthct. Any providers
enrolled after the enactment of this act shall be subject to existing
endorsement and nationally accrediting requirements. In the interim,
providers who are nationally accredited will be preferred providers
for placement considerations

d. Before a child can be admitted to Level Ill or Level IV placement, an
assessment shall be completed to ensure the appropriateness of
placement, and one or more of the following shall apply:

1. Placement shall be a step down from a higher level plageme
such as a psychiatric residential treatment facility or inpatient
facility.

2. Multisystemic therapy or intensive-liome therapy services
have been unsuccessful.

3. The Child and Family Team has reviewed all other

alternatives and recommendations amcobmmends Level Il
or Level IV placement due to maintaining health and safety.

4. Transition or discharge plan shall be submitted as part of the
initial or concurrent request.
e. Length of stay is limited to no more than 120 days. Any exceptions

granted will require (i) for norCABHAs, an independent
psychological or psychiatric assessment, (i) for CABHAs, a
psychological or psychiatric assessment that may be completed by
the CABHA, and (iii) for both, a Child and Family Team review of
goals and treatmerrogress, that family or discharge placement
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(6)

setting are actively engaged in treatment goals and objectives, and

active participation of the prior authorization of vendor.

f. Submission of discharge plan is required in order for the request for
authorizaion for Level Il or Level IV services to be considered
complete, but the authorization approval is not conditional upon the
receipt of the signature of the system of care coordinator. The LME
will designate appropriate individuals who can sign the digghar
plan within 24 hours of receipt of the discharge plan. Failure to
submit a complete discharge plan will result in the request being
returned as unable to process.

g. Any residential provider that ceases to function as a provider shall
provide written ntfication to DMA, the Local Management Entity,
recipients, and the prior authorization vendor 30 days prior to closing
of the business.

h. Record maintenance is the responsibility of the provider and must be
in compliance with record retention requirengerRecords shall also
be available to State, federal, and local agencies.

I. Failure to comply with notification, recipient transition planning, or
record maintenance shall be grounds for withholding payment until
such activity is concluded. In additiomailure to comply shall be
conditions that prevent enroliment for any Medicaid or Shateled
service. A provider (including its officers, directors, agents, or
managing employees or individuals or entities having a direct or
indirect ownership interest @ontrol interest of five percent (5%) or
more as set forth in Title XI of the Social Security Act) that fails to
comply with the required record retention may be subject to
sanctions, including exclusion from further participation in the
Medicaid programas set forth in Title XI.

Reduce Medicaid rates.Subject to the prior approval of the Office of State

Budget and Management, the Secretary shall reduce Medicaid provider rates

to accomplish the reduction in funds for this purpose enacted in thiBhect

reductions authorized by this subdivision are subject to the following
additional limitations:

a. The Secretary of Health and Human Services shall reduce Medicaid
provider rates for all Medicaid providers by an annualized three
percent (3%) except dsllows:

. Physician services. The provider rate for physicians shall
not be reduced.

2. Hospital inpatient service$. The provider rate for inpatient
hospital services shall be reduced in the aggregate by an
annualized amount not to exceed nine aretenths percent
(9.6%). The provider rates for n@tateowned free standing
psychiatric and rehabilitation hospitals are not included in this
exception.

3. The Secretary shall consider the impact on access to care
through primary care providers and ical access hospitals
and may adjust the rates accordingly. Medicaid rates
predicated on Medicare fee schedules shall follow Medicare
reductions but not Medicare increases unless federally
required.

4. Exceptions for certain providers.The rate reductioapplies
to all Medicaid private and public providers with the
following exceptions:

l. Federally qualified health centers.
Il. Rural health centers.

II. State institutions.

V. Hospital outpatient.

V. Pharmacies.
VI.  The State Public Health Laboratory.
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(7)
(8)

(9)

(10)

VIl.  The noninflationary components of the cas
reimbursement system for nursing facilities.
5. Notwithstanding any other provision of law, no inflationary

increases shall be made to Medicaid provider rates during the
20112013 fiscal biennium, exceptdt inflationary increases
for health care providers paying provider fees or assessments
may occur if the State share of the increases can be funded
with provider fees or assessments.
The rate reductions required by this section shall take effect in
acordance with the following schedule:
1. On or Before October 1, 201l.The provider rate reductions
required by suisubdivision a. of this sububdivision shall
take effect on or before October 1, 2011. However, the
reductions shall be adjusted by a petage sufficient to
yield savings as if the reductions had taken effect on July 1,
2011.
2. July 1, 20121 On July 1, 2012, the provider rate reductions
required by sulsubsubdivision a.2. of this sutubdivision
and any other rate reductions implementedrsuant to
subsubdivision a. of this subdivision, but not implemented
by July 1, 2011, shall be adjusted to the level at which they
would have been without the adjustment required by
subsubsubdivision 1. of this sububdivision.
No other adjustmeastto the provider rates or payment methodologies
shall be made for physician services, critical access hospital services,
hospital inpatient services or hospital outpatient services,
nonStateowned free standing psychiatric and rehabilitation
hospitals, ad adult care homes except as provided insugivision
a. of this subdivision and except as authorized by Section 10.47(d) of
this act.

Medicaid identification cardsi The Department shall issue Medicaid
identification cards to recipients on an aahbasis with updates as needed.

The Department of Health and Human Services shall develop a plan for the
consolidation of case management services utilizing CCNC. The plan shall
address the time line and process for implementation, the identifigaition
savings, and the Medicaid recipients affected by the consolidation.
Consolidation under this subdivision does not apply to HIV case
management. By December 1, 2012, the Department shall report on the plan
to the House of Representatives Appropriati@udcommittee on Health

and Human Services, the Senate Appropriations Committee on Health and
Human Services, and the Fiscal Research Division.

For the purpose of promoting ceasffective utilization of outpatient mental
health services for children, DM shall require prior authorization for
services following the 16th visit.

Provision of Medicaid Private Duty Nursing (PDN).DMA shall change

the Medicaid Private Duty Nursing program provided under the State
Medicaid Plan, as follows:

a.

Restructue the current PDN program to provide services that are:

1. Provided only to qualified recipients under the age of 21.

2. Authorized by the recipient's primary care or attending
physician.

3. Limited to 16 hours of service per day, unless additional

services are required to correct or ameliorate defects and
physical and mental ililnesses and conditions as defined in 42
U.S.C. § 1396d(r)(5).

4. Approved, based on an initial assessment and continuing need
reassessments performed by an Independent Assessment
Entty (IAE) that does not provide PDN services, and
authorized in amounts that are medically necessary based on
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the recipient's medical condition, amount of family assistance
available, and other relevant conditions and circumstances, as
defined by the Medmd Clinical Coverage Policy for this
service.
5. Provided in accordance with a plan of care approved by DMA
or its designee.
Develop and submit to CMS a 1915(c) Home and Community Based
Services Waiver for individuals dependent on technology to
substitite for a vital body function.
Once approved by CMS and upon approval of the Medicaid Clinical
Coverage Policy, transition all qualified recipients age 21 and older
currently receiving PDN to waiver services provided under the
Technology Dependent Waive

Medicaid service modifications and eliminatioris.Subject to the prior
approval of the Centers for Medicare and Medicaid Services where required,
the Division of Medical Assistance shall make the following eliminations of
or modifications to Medid services:

a.

- o

Optical.1

1. Eliminate adult routine eye exams. Eye exams shall be
restricted to cases in which a specific optical problem exists.

2. Eliminate optical services and supplies.

Durable medical equipmerit. The Department may adjust tihate

paid for incontinence supplies or reduce cost through a negotiated

single source contract with a manufacturer for incontinence supply

procurement, notwithstanding any other provision of law. The
contract shall provide that suppliers may use the ccinrat are also

free to take advantage of better prices available elsewhere. The

Department may effectuate any combination of these options in order

to achieve the lowest available cost for incontinence supply

procurement.

Specialized therapies. For evaluations, reevaluations, as well as

physical, occupational, speech, respiratory, and audiological services,

reduce the maximum number of allowable services by one per year.

Home healthl Restrict usage of the miscellaneous T199 code. All

billing mustbe for a specific service.

Pregnancy Home Model Initiative.

Dental.i

1. Eliminate composite fillings for back teeth fillings.

2 Limit the number of surfaces that can be filled to four per
tooth.

3 Limit frequency of scaling and replaning to oreeery two
years.

4. Raise the threshold for eligibility for replaning to 5mm from
4mm.

5 Eliminate cast dentures for partial dentures only and replace
with acrylic dentures. Change the frequency of replacement
from every 10 years to every eight years.

6. Require prior authorization for oral excision of gum tissue.

7. Beginning the 2012013 fiscal year, limit adult dental to
emergency and pregnant women only.

Miscellaneousit

1. Restrict usage of evaluation and management billing as well
as of unlisteccodes and strengthen supporting documentation
requirements. Billing shall use specific service codes for
specific services as a prerequisite to reimbursement.

2. Restrict circumcision coverage to medically necessary
procedures.
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3. Utilize Bloodhound, IngG.software, or comparable software,
to examine billing codes that are duplicative or inconsistent
with evidencebased practices.

4. Require prior authorization for back surgery for selective
diagnoses and require that all other therapies have been
exhaustd prior to granting authorization.

5. Require prior authorization for capsule endoscopy but not
traditional endoscopy.
6. Require prior authorization for selected medical procedures

and services, including elective cardiac procedures, chronic
pain managenmg, and related procedures.

7. Negotiate a single source contract for genetic testing,
notwithstanding any other provision of law.
8. Limit outpatient specialized therapies to three visits a year.

9. Eliminate H Codes, provisionally licensed MH billing,dan
reduce service limits.

10.  Eliminate podiatry, except for diabetes.

11. Eliminate adult physical therapy, occupational therapy, and
speech therapy.

12. Reduce nursing homes ceiling to one hundred percent
(100%).

13.  Eliminate respiratory therapy.

14.  Eliminate chiropractic services.

15.  Eliminate home infusion therapy.

16. Eliminate ovetthe-counter drugs.

The modifications and eliminations under sufpsubdivisions g.8. through
g.14. become effective in the 202213 fiscal year. The eliminations
undersubsubsubdivisions g.15. and g.16. become effective in the
2011-2012 fiscal year.

SECTION 10.37.(b) At least 30 days prior to the adoption of new or amended
medical coverage policies necessitated by the reductions to the Medicaid program enacted in
this act, the Department shall:

(1)  Publish the proposed new or amended medical coverage policies via the

Medicaid Bulletin published on the Department's Web site, which shall
include an invitation to readers to send written comments on the proposed
new or arended policies to the Department's mailing address, including
e-mail.

(2) Notify via direct mail the members of the Physician Advisory Group (PAG)

of the proposed policies.

(3)  Update the policies published on the Web site to reflect any changes made as

aresult of written comments received from the PAG and others.

4) Provide written notice to recipients about changes in policy.

SECTION 10.37.(c) The Department of Health and Human Services shall not
implement any actions directed by this act if the Depant determines that such actions
would jeopardize the receipt of federal funds appropriated or allocated to the Department.

MEDICAID WAIVER FOR ASSISTED LIVING

SECTION 10.38.(a) The Department of Health and Human Services, Division of
Medical AssistancéDivision), shall develop and implement a henaed communitybased
services program under Medicaid State Plan 1915(i) authority in order to continue Medicaid
funding of personal care services to individuals living in adult care homes. Providers who do
not accept reimbursement for residents' personal care services through Medicaid or do not
accept reimbursement through the St@trinty Special Assistance program shall not be
subject to the provisions, requirements, or conditions of the Medicaid waiveraptits this
section.

SECTION 10.38.(b) The Division shall implement the program upon approval of
the application by the Centers for Medicare and Medicaid Services.

SECTION 10.38.(c) On or before April 1, 2012, the Division shall provide a report
on the status of approval and implementation of the program to the Joint Legislative
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Commission on Governmental Operations, the Senate Appropriations Committee on Health
and Human Services, the House of Representatives Appropriations Subcommittee on Health
and Human Services, and the Fiscal Research Division.

PROGRAM INTEGRITY

SECTION 10.39. In order to ensure all claims presented by a provider for payment
by the Department of Health and Human Services meet the Department's medical necessity
criteria and all otar applicable Medicaid, Health Choice, or other federal or State
documentation requirements, a provider may be required to undergo prepayment claims review
by DHHS. Claims reviews conducted pursuant to this section shall be in accordance with the
provisiors of the Patient Protection and Affordable Care Act, P.L.-148 and any
implementing regulations.

TRANSFER TO OFFICE OF ADMINISTRATIVE HEA RINGS

SECTION 10.40. From funds available to the Department of Health and Human
Services (Department) for the 2B2012 fiscal year, the sum of one million dollars
($1,000,000), and for the 202D13 fiscal year the sum of one million dollars ($1,000,000),
shall be transferred by the Department of Health and Human Services to the Office of
Administrative Hearings (OH). These funds shall be allocated by the OAH for mediation
services provided for Medicaid applicant and recipient appeals and to contract for other
services necessary to conduct the appeals process. OAH shall continue the Memorandum of
Agreement (MOA) with the Department for mediation services provided for Medicaid recipient
appeals and contracted services necessary to conduct the appeals process. The MOA will
facilitate the Department's ability to draw down federal Medicaid funds to support this
administative function. Upon receipt of invoices from OAH for covered services rendered in
accordance with the MOA, the Department shall transfer the federal share of Medicaid funds
drawn down for this purpose.

NC HEALTH CHOICE

SECTION 10.41.(a) G.S.108A-54.3 5 amended by adding a new subdivision to
read:
"8 108A54.3. Procedures for changing medical policy.

The Department shall develop, amend, and adopt medical coverage policy in accordance

with the following:
é
(5) Any changes in medical policy that requse amendment to the Health
Choice State Plan will be submitted by the Department upon approval of the
proposed policy.
SECTION 10.41.(b) G.S.108A-70.21(b) reads as rewritten:

"(b) Benefits.7_All health benefs changes of the Prograshall meetthe cowerage
requirementsset forth in this subsectiofExcept as otherwise provided for eligibility, fees,
deductibles, copayments, and other cost sharing charges, health benefits coverage provided to
children eligible under the Program shall be equivalent t@reme provided for dependents
underthe-PredecesserPlaMorth Carolina Medicaid Program except for the following:

(1) No services for longerm care.

(2)  No nonemergency medical transportation.

(3) No EPSDT.

(4) Dental services shall be provided on atrieted basis in accordance with
criteria adopted by the Department to implement this subsection.

In addition to the benefits provided under tPredecesserPlaiorth Carolina Medicaid
Program the following services and supplies are covered under #adtliHinsurance Program
for Children established under this Part:

&3] Oral-examinations,—teeth—cleaning;—and—topical-fluoride—treatments twice
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orthodeontic-treatmentplan.

(2)  Vision: Scheduled routine eye examinations once every 12 months, eyeglass
lenses or contact lenses once every 12 months, routine replacement of
eyeglas frames once every 24 months, and optical supplies and solutions
when neededOptical-NCHC recipients must obtain opticadervices,
supplies, and solutionsiust-be-ebtainrettom NCHC enrolled licensed or
certified ophthalmologists, optometrists, mﬂal—énspenwng—iabena%enes
opticians.In accordance with.S.148134, NCHC providers must order
complete eyeglasses, eyeglass lenses, and ophthalmic frames through Nash
Optical PlantEyeglass lenses are limited MCHC-approvedsingle vision,
bifocal, rifocal, or other complex lenses necessary for a Plan enrollee's
visual welfare. Coverage for oversized lenses and frames, designer frames,
photosensitive lenses, tinted contact lenses, blended lenses, progressive
multifocal lenses, coated lenses, and tated lenses is limited to the
coverage for single vision, bifocal, trifocal, or other complex lenses provided
by this subsection. Eyeglass frames are limitedhtise NCHC-approved
framesmade of zylonite, metal, or a combination of zylonite and metal. Al
visual aids covered by this subsection require prior appr&eduests for
medically necessary complete eyeglasses, eyeglass lenses, and ophthalmic
frames outside of the NCH@pproved selection require prior approval.
Requests for medically necessanpriaation of complete eyeglasses or
eyeglass lenses outside of Nash Optical (Rlaguire prior approvalUpon

prior approval refractions may be covered more often than once every 12
months

3)

required-for-hearing-aids,—aceessories—earmolds,repairsHoaners,—and rental
aidsUnder the North Caralia Health Choice Program for Children, the
co-payment for nonemergency visits to the emergency room for children
whose family income is at or below one hundred fifty percent (150%) of the
federal poverty level is ten dollars ($10.00). Thepagment for chdren

whose family income is between one hundred {uftye percent (151%) and

two hundred percent (200%) of the federal poverty level is twiandy
dollars ($25.00).

(4) Over the counter medications: Selected over the counter medications
provided the meadation is covered under the State Medical Assistance Plan.
Coverage shall be subject to the same policies and approvals as required
under the Medicaid program.

(5) Routine diagnostic examinations and tests: annual routine diagnostic
examinations and testgicluding xrays, blood and blood pressure checks,
urine tests, tuberculosis tests, and general health -alp=ckthat are
medically necessary for the maintenance and improvement of individual
health are covered.

No benefits are to be provided for serg@nd materials under this subsection that do not
meet the standards accepted by the American Dental Association.

The Department shall provide services to children enrolled in the NC Health Choice
Program through Community Care of North Carolina (CCNC)sral pay Community Care
of North Carolina providerier-these-servicethe per member, per month fessallowed under

SECTION 10.41.(c) G.S.108A-70.23 is repealed.
SECTION 10.41.(d) G.S.108A-70.27(c) reads as rewritten:
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"(c) d-of Trustees-of the-Nerth-Garolina

and-State-EmpleesMajorMedical- RPlan{Plard)-The Division of Medical Assistancshall
provide to the Department data required under this section that are collected by the Plan. Data
shall be reported by the Plan in sufficient detail to meet federal reporting regotseonder
Title XXI. The Plan shall report periodically to the Joint Legislative Health Care Oversight
Committee claims processing data for the Program and any other information the Plan or the
Committee deems appropriate and relevant to assist the Cwennt its review of the
Program.”

SECTION 10.41.(e) G.S.108A-70.29 is amended by adding a new subsection to

read:

"(f) Additional Rule-Making Authority. T The Department of Health and Human
Services shall have the authority to adopt rules for the tirmmsand operation of the North
Carolina Health Choice Program. Notwithstandi®gS.150B-21.1(a), the Department of
Health and Human Services may adopt temporary rules in accordance with Chapter 150B of the
General Statutes for enrolling providers to pgsate in the NC Health Choice Program, for
regulating provider participation in the NC Health Choice Program, and for other operational
issues regarding the NC Health Choice Program.

SECTION 10.41.(f) The Department shall begin to transition all heddénefit
changes of the Program to meet the coverage requirements set forth in subsection (b) of this
section.

MEDICATION THERAPY M ANAGEMENT PILOT

SECTION 10.42.(a) The Department of Health and Human Services shall develop
a twoyear medication therapy anagement pilot program to be administered through
Community Care of North Carolina (CCNC) in order to determine (i) the best method of
adapting the ChecKmedsNC program to the Medicaid program and CCNC's Medical Homes
and (ii) the most effective and effesit role for communigpased pharmacists as active
members of CCNC's care management teams. The pilot program created pursuant to this
section shall consist of the following components:

(2) Identification of at least 20 communibased pharmacies that are
geographically distributed and sufficiently representative to generalize pilot
findings among pharmacies that dedicate pharmacist time to work with
patients, their care team members, and their Medical Home practices to
improve patient outcomes. To the entéhat available resources allow, other
types of communitpased pharmacists may be involved, including those
working with longterm care residents or their attending physicians.

(2)  Targeting of Medicaid recipients with -@xcurring illnesses or conditis
that are especially susceptible to poor patient outcomes when medication is
underused, misused, or poorly coordinated.

(3)  Allowing pharmacists identified pursuant to subdivision (1) of this section to
have access to CCNC's Wbhsed Pharmacy Portal, wh allows CCNC to
establish and monitor patients' prescriptions and to communicate with other
care team members.

SECTION 10.42.(b) On January 1, 2012, and every six months thereafter, CCNC
shall report to the Department of Health and Human ServicesHtwse and Senate
Appropriations Subcommittees on Health and Human Services, and the Fiscal Research
Division on the development and implementation of this pilot program. This reporting
requirement shall terminate with the filing of the third report on danii, 2013. In addition to
any other information, the reports required by this section shall include the following additional
information:

(2) The July 1, 2012, report shall include an interim evaluation of the
pharmacists' demonstrated use of the CCN&riracy Home Model and the
pharmacists' role in intervening and successfully managing the medication
therapy of Medicaid recipients with chronic illnesses.

(2) The January 1, 2013, report shall include an evaluation of the pharmacists'
role in CCNC's manageent of Medicaid recipients with mental health
diagnoses or who receive Home Health or Nursing Home care, and a
determination of the appropriate per member/per month pharmacists should
receive for participating in the Medical Home Model of CCNC.
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SECTION 10.42.(c) Funding for this pilot program shall be made available
through the Enhanced Federal Funding for Health Homes for the Chronically Ill.

MEDICAID RECIPIENT A PPEALS
SECTION 10.44.(a) G.S.108A-70.9A reads as rewritten:
"8 108A70.9A. Appeals by Medtaid recipients.

€) Definitions.i The following definitions apply in this Part, unless the context clearly
requires otherwise.

(1) Adverse determinationi A determination by the Department to deny,
terminate, suspend, or reduce a Medicaid service @uérorization for a
Medicaid service.

(2) OAH. 1 The Office of Administrative Hearings.

(3) Recipient.i A recipientandor the recipient'parentparent or legaguardian,
or-legalrepresentativanless otherwise specified.

(b) General Rulel Notwithstanding any provision of State law or rules to the contrary,
this section shall govern the process used by a Medicaid recipient to appeal an adverse
determination made by the Department.

(c) AdverseNotice.1 Except as otherwise provided by federal law egulation, at
least 10 days before the effective date of an adverse determination, the Department shall notify
the recipient, and the provider, if applicable, in writing of the adverse determination and of the
recipient's right to appeal the adverse deteaton. The Department shall not be required to
notify a recipient' parentguardian—orlegalrepresentatiparent or legal guardiamless the
recipient'sparent;-guardian,—orlegal-representatpagent or legal guardiahas requested in
writing to receive the notice. The notice shall be mailed on the date indicated on the notice as
the date of the determination. The notice shall include:

(1) An identification of the recipient whose services are being affected by the
adverse determination, includinget recipient's full name and Medicaid
identification number.

(2)  An explanation of what service is being denied, terminated, suspended, or
reduced and the reason for the determination.

(3)  The specific regulation, statute, or medical policy that supportecuires
the adverse determination.

(4)  The effective date of the adverse determination.

(5)  An explanation of the recipient's right to appeal the Department's adverse
determination in an evidentiary hearing before an administrative law judge.

(6) An exgdanation of how the recipient can request a hearing and a statement
that the recipient may represent himself or herself or use legal counsel, a
relative, or other spokesperson.

(7) A statement that the recipient will continue to receive Medicaid services a
the level provided on the day immediately preceding the Department's
adverse determination or the amount requested by the recipient, whichever is
less, if the recipient requests a hearing before the effective date of the
adverse determination. The seesgcshall continue until the hearing is
completed and a final decision is rendered.

(8) The nrame—andtelephone number oh—eontactpersen—dhe Department
Departmers Medicaid Appeals Section and800 numberto respond in a
timely fashion to the recipi¢’s questions.

(9)  The telephone number by which the recipient may contact a Legal Aid/Legal
Services office.

(10) Theindividualized departmentalppeal request form described in subsection
(e) of this section that the recipient may use to request angeari

(d)  Appeals.i Except as provided by this section and G@A-70.9B, a request for a
hearing to appeal an adverse determination of the Department under this section is a contested
case subject to the provisions of Article 3 of Chapter 150B of theer@eiStatutes. The
recipient shall request a hearing within 30 days of the mailing of the notice required by
subsection (c) of this section lsgnding-arproperly filing a completedppeal request forim

with OAH. Where a requesif hearing concerns the reduction,
modification, or termination of Medicaid services, including the failure to act upon a timely
request for reauthorization with reasonable promptness, upon the receifrely-appeal an
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appeal filed within 10 days dhe date of the adverse notitkee Department shall reinstate
continuethe servicese-at the level or manner prior to action by the Department as permitted

by federal law oregulationtegulation and as required Bybdivision (c)(7) of this sectionlf

the hearing request is submitted more than 10 days from the date of the adverse notice, and
regardless of whether OAH accepts the appeal and schedules the case for hearing, the
Department shall not authorize payment for services at the level providetieoday
immediately preceding thBepartmens adverse determination or the amount requested by the
recipient pending the outcome of the app&hk Department shall immediately forward a copy

of the notice to OAH electronically. The information contaimedhe notice is confidential

unless the recipient appeals. OAH may dispose of the records after one year. The Department
may not influence, limit, or interfere with the recipient's decision to request a hearing.

(e)  Appeal Request Forni. Along with thenotice required by subsection (c) of this
section, the Department shall also provide the recipient with an appeal request form which shall
be no more than one side of one pa@ely a completed individualized hearing request form
provided by the Departmeshall be accepted for hearing by OAH. Appeal request forms filed
more than 30 days frorthe date of the adverse notice shall not be accepted for hearing by
OAH under any circumstanceg/ithin 24 hours of receipt of a properly filed individualized
Departmatal appeal request form, OAH shall notify the Department by facsimile or electronic
messagdingThe form shall include the following:

(1) A statement that in order to request an appeal, the recipient must send the
completed individualized Departmental appbeequesform by mail or fax
to the address or fax number listed on the form within 30 dagsa
the-notice.the date of the adverse notice, which is the date the notice was
mailed.

(1a) A statement that the complet@adividualized Departmentakequest form
must be properly filed with OAH on or before the effective date of the
adverse notice for maintenance of services to continue during the pendency

of the appeal.
(2) The recipient's name, addresselephone—numberr-and Medicaid

identificationnumber.

(3) A preprinted statement that indicates that the recipient would like to appeal
the specific adverse determination of which the recipient was notified in the
notice.

(4) A statement informing the recipient that he or she may choose to be
represeted by a lawyer, a relative, a friend, or other spokesperson.

(5) A space for the recipient's signature atadedate, telephone number, and
current address.

(6) If the recipient designates a personal representative, a space for the personal
representative name, telephone number, and current address.

Final Decisioni After a hearing before an administrative law judge, the judge shall
return the decision and record to the Department in accordance witi08470.9B. The
Department shall make a findécision in the case within 20 days of receipt of the decision and
record from the administrative law judge and promptly notify the recipient of the final decision
and of the right to judicial review of the decision pursuant to Article 4 of Chapter ¥50B o
General Statutes.”

SECTION 10.44.(b) G.S.108A-70.9B reads as rewritten:

"8 108A70.9B. Contested Medicaid cases.

(@) Application.i This section applies only to contested Medicaid cases commenced by
Medicaid recipients under G.$08A-70.9A. Excep as otherwise provided by
G.S.108A-70.9A and this section governing time lines and procedural steps, a contested
Medicaid case commenced by a Medicaid recipient is subject to the provisions of Article 3 of
Chapter 150B of the General Statutes. To thesrgxi@any provision in this section or
G.S.108A-70.9A conflicts with another provision in Article 3 of Chapter 150B of the General
Statutes, this section and G188A-70.9A control.

(b)  Simple Procedure$. Notwithstanding any other provision of Articlead Chapter
150B of the General Statutes, the chief administrative law judge may limit and simplify the
procedures that apply to a contested Medicaid case involving a Medicaid recipient in order to
complete the case as quickly as possible.
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(©)
G.S.108A-70.9A(e) or other @ar request for a hearing by a Medicaid recipient, OAH shall

(1)

(2)

3)

(4)

(5)

To the extentpossible, OAH shall schedule and hear contested Medicaid
cases within 55 days of submission ofrexuestfor—appedimely filed
completed individualized Departmental appeal request form.

Hearings shall be conducted telephonically or by video techpolath all
parties, however the recipient may request that the hearing be conducted in
person before the administrative law judge. Afparson hearing shall be
conducted in Wake County, however, for good cause shown, {herson
hearing may be conductan the county of residence of the recipient or a
nearby county. Good cause shallude,—but-is-rot-limited-tbe limited to

the reC|p|ents |mpa|rments I|m|t|ngca¥el—er—the—una¥a#abmty—ef—the

Feadene&ravel

The simplified procedure may include requiring that all prehearing motions
be considered and ruled on by the administrative law judge in the course of
the hearing of the case on the merits. An administrative law judge assigned
to a contested Medicaid cashall make reasonable efforts in a case
involving a Medicaid recipient who is not represented by an attorney to
assure a fair hearing and to maintain a complete record of the hearing.

The administrative law judge may allow brief extensions of the Limies
contained in this section for good cause and to ensure that the record is
complete. Good cause includes delays resulting from untimely receipt of
documentation needed to render a decision and other unavoidable and
unforeseen circumstances. Contincesishall only be granted in accordance
with rules adopted by OAH and shall not be granted on the day of the
hearing, except for good cause shown. If a petitioner fails to make an
appearance at a hearing that has been properly noticed via certified mail by
OAH, OAH shall immediately dismiss the contested case, unless the
recipient moves to show good cause within three business days of the date of
dismissal.Good cause to reopen a contested Medicaid case under these
circumstances shall be limited to medioalother documented emergencies
involving the recipient or his or her witnesses. A failure to answer the
telephone for a properly noticed telephone hearing shall not constitute good
cause sufficient to continue the casetlbadate of thehearingor reopena
previously dismissed contested Medicaid case.

The notice of hearing provided by OAH to the recipient shall include the
following information:

a. The recipient's right to examine at a reasonable time before the
hearing and during the hearing the @ of the recipient's case file

and documents to be used by the Department in the hearing before
the administrative law judge.

The recipient's right to an interpreter during the appeals process.
Circumstances in which a medical assessment may taened at
agency expense and be made part of the record. Qualifying
circumstances include those in which (i) a hearing involves medical
issues, such as a diagnosis, an examining physician's report, or a
medical review team's decision; and (ii) the admiatste law judge
considers it necessary to have a medical assessment other than that
performed by the individual involved in making the original decision.

oo

Mediation. T Upon receipt of an appeal request form as provided by

immediately notify the Mediation Network of North Carolina, which shall contact the recipient
within five days to offer mediation in an attempt to resolve the dispute. If mediation is
accepted, te mediation must be completed within 25 days of submission of the request for
appeal. Upon completion of the mediation, the mediator shall inform OAH and the Department
within 24 hours of the resolution by facsimile or electronic messagingases wher¢he
mediator only informs OAH of the mediation results, OAH shall transmit the mediation
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decision to the Department within 24 hours of receipt ftbemediator.If the parties have

resolved matters in the mediation, OAH shall dismiss the case. OAH rsftatonduct a
hearing of any contested Medicaid case until it has received notice from the mediator assigned
that either: (i) the mediation was unsuccessful, or (ii) the petitioner has rejected the offer of
mediation, or (iii) the petitioner has failed appear at a scheduled mediation. Nothing in this
subsection shall restrict the right to a contested case hearing.

(d) Burden of Proofr The reC|p|ent has the burden of prcbe#ehew—enmlement—te a

nati : [ suspend
a-previously-granted-benefin all cases heard pursuant(EoS 108A 70 9A The party with
the burden of proof on any issue has the burden of going forward, and the administrative law
judge shall not make any ruling on the preponderance of evidence until the close of all
evidence.

(e New Evidencel The recipient shall be permitted to submit evidence regardless of
whether obtained prior to or subsequent to the Department's actions and regardless of whether
the Department had an opportunity to consider the evidence in making itsseadver
determination. When the evidence is received, at the request of the Department, the
administrative law judge shall continue the hearing for a minimum of 15 days and a maximum
of 30 days to allow for the Department's review of the evidence. Subsequenieto of the
evidence, if the Department reverses its original decision, it shall immediately inform the
administrative law judge.

() Issue for Hearingi For each adverse determination, the hearing shall determine
whether the Department substantiallyejpdiced the rights of the recipient and if the
Department, based upon evidence at the hearing:

(2) Exceeded its authority or jurisdiction.
(2)  Acted erroneously.

3) Failed to use proper procedure.

(4)  Acted arbitrarily or capriciously.

(5) Failed to acts required by law or rule.

(9) Decision.i The administrative law judge assigned to a contested Medicaid case
shall hear and decide the case without unnecessary delay. OAH shall send a copy of the
audiotape or diskette of the hearing to the agency withendays of completion of the hearing.

The judge shall prepare a written decision and send it to the parties. The decision shall be sent
together with the record to the agency within 20 days of the conclusion of the hearing."

DEPARTMENT TO DETERM INE COST-SAVINGS FOR MEDICAID THAT WOULD
RESULT FROM PROVISIO N OF MUSCULOSKELETAL HEALTH SERVICES
SECTION 10.45.(a) The Department of Health and Human Services shall study
and determine the cesavings that would result for Medicaid if the following measuresewe
implemented:
(1) Healthcare providers who have expertise in musculoskeletal conditions and
who are willing to assist emergency departments were identified.
(2) Evidencebased medical criteria were developed, implemented, and
supported for higitost/highrisk elective musculoskeletal procedures.
3) Patient management services were provided to primary care and emergency
department physicians who provided musculoskeletal services.
SECTION 10.45.(b) The Department shall report its findings to the House and
Senate Appropriations Subcommittees on Health and Human Services and to the Fiscal
Research Division on or before October 1, 2011.

DHHS SAVINGS THROUGH CCNC

SECTION 10.47.(a) The Department of Health and Human Services, in
conjunction with Community Carof North Carolina (CCNC) Networks and North Carolina
Community Care, Inc., shall obtain savings totaling eightge million seventpne thousand
five hundred eightyone dollars ($83,071,581) for the 202012 fiscal year and ninety million
dollars ($90000,000) for the 20%t2013 fiscal year through cooperation and effective cost
savings on the part of various health care providers.
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SECTION 10.47.(b) The Department of Health and Human Services shall monitor
the performance of the CCNC Networks and tkeeaditures of various health care providers
to determine the extent to which the savings required by subsection (a) of this section are being
achieved.

SECTION 10.47.(c) On or before October 1, 2011, and quarterly thereafter, the
Department shall repotd the House and Senate Appropriations Subcommittees on Health and
Human Services and to the Fiscal Research Division on the savings being achieved pursuant to
this section.

SECTION 10.47.(d) If, by October 1, 2011, or anytime thereafter, savings are not
being achieved at a rate sufficient to yield savings in the amount required by subsection (a) of
this section, the Secretary of Health and Human Services shall, to the extent required in order to
achieve savings at the required rate, take whatever actimns:ecessary, including the
following to be effective January 1, 2012:

(2) Reduce Medicaid provider rates by up to two percent (2%). This reduction

shall be in addition to other provider rate reductions in this act.

(2) Eliminate or reduce the level ouition of optional Medicaid services.

SECTION 10.47.(e) The Department of Health and Human Services, in
collaboration with Community Care of North Carolina and Local Management Entities (LMES)
shall ensure the effective integration of behavioral heatith ghysical health services for
Medicaid recipients. The Department shall amend the contracts between the Department and
LMEs and between the Department and Community Care of North Carolina to include
effectiveness measures with regard to data sharings \and responsibilities, best practjces
and budgetary savings to address integration and collaboration of behavioral and physical
health.

INCREASE GENERIC DRUG DISPENSING RATE IN MEDICAID BY REVISING
PHARMACY DISPENSING FEES FOR PHARMACISTS THAT DISPENSE HIGH
PROPORTIONS OF GENERIC DRUGS

SECTION 10.48.(a) The Department of Health and Human Services shall revise
its pharmacy dispensing fees under the Medicaid Program in order to encourage a greater
proportion of prescriptions dispensed to be generic pptens and thereby achieve savings of
fifteen million dollars ($15,000,000) in the 202012 fiscal year and twenfpur million
dollars ($24,000,000) in the 202D13 fiscal year.

SECTION 10.48.(b) The Department shall report its progress in achievirgy
savings required by subsection (a) of this section on November 1, 2011, January 1, 2012, and
quarterly thereafter to the House and Senate Appropriations Subcommittees on Health and
Human Services and to the Fiscal Research Division. If any repoite@dpy this subsection
reveals that those savings are not being achieved, the Department shall reduce prescription drug
rates by an amount sufficient to achieve the savings.

NC NOVA

SECTION 10.49. The Department of Health and Human Services, Division of
Health Service Regulation, may use up to théitght thousand dollars ($38,000) for fiscal year
20112012 and up to thirtgight thousand dollars ($38,000) for fiscal year 20023 of
existing resources to continue the NC New Organizational Vision Awpedial licensure
designation program established under G3.E154.14. The Division shall use federal civil
monetary penalty receipts as a source of support for this initiative, when appropriate.

HOME CARE AGENCY LIC ENSURE MORATORIUM IN HOME AIDE SERV ICES

SECTION 1049A. Beginning July 1, 2011, and for a period of three years
thereafter, the Department of Health and Human Services shall not issue any licenses for home
care agencies as defined@S.131E136(2) that intend to offer thome aide sefges. The
prohibition shall not restrict the Department from issuing licenses to certified home health
agencies as defined 16.S.131E176(12) that intend to offer ihome aide services or to
agencies that need a new license for an existing home caneyabeing acquired. The
Secretary may at any time license a new home care agency in any area of the State if access to
care becomes an issue during the time frame set forth above. Companion and Sitter services are
exempt from this restriction.
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INTENSIVE FAMILY PRESERVATION SERVICES FUNDING AND
PERFORMANCE ENHANCEM ENTS

SECTION 10.50.(a) Notwithstanding the provisions of G.%3B-150.6, the
Intensive Family Preservation Services (IFPS) Program shall provide intensive services to
children and families inases of abuse, neglect, and dependency where a child is at imminent
risk of removal from the home and to children and families in cases of abuse where a child is
not at imminent risk of removal. The Program shall be developed and implemented statewide
on aregional basis. The IFPS shall ensure the application of standardized assessment criteria
for determining imminent risk and clear criteria for determiningajthiome placement.

SECTION 10.50.(b) The Department of Health and Human Services shall require
that any program or entity that receives State, federal, or other funding for the purpose of IFPS
shall provide information and data that allows for the following:

(1) An established followup system with a minimum of six months of

follow-up services.

(2) Detailed information on the specific interventions applied, including

utilization indicators and performance measurement.

(3) Costbenefit data.

4) Data on longterm benefits associated with IFPS. This data shall be obtained

by tracking families througthe intervention process.

(5) The number of families remaining intact and the associated interventions

while in IFPS and 12 months thereatfter.

(6) The number and percentage, by race, of children who received IFPS

compared to the ratio of their distributionthe general population involved
with Child Protective Services.

SECTION 10.50.(c) The Department shall establish a performaoased funding
protocol and shall only provide funding to those programs and entities providing the required
information spedied in subsection (b) of this section. The amount of funding shall be based on
the individual performance of each program.

FOSTER CARE AND ADOPTION ASSISTANCE PAYM ENT RATES

SECTION 10.51. Part 4 of Article 2 of Chapter 108A of the General Statutes is
amended by adding the following new section to read:
"8 108A-49.1. Foster care and adoption assistance payment rates.

(a) The maximum rates for State participation in the foster care assistance program are
established on a graduated scale as follows:

(1)  $475.00 per child per month for childrérom birth throughfive years of
age

(2)  $581.00 per child per month for childreix through 12years of age

(3) $634.00 per child per month for children 13 througlyd&s of age

(b) The maximum rates for thetséle adoption assistance program are established
consistent with the foster care rates as follows:

(1)  $475.00 per child per month for childrémom birth throughfive years of
age

(2)  $581.00 per child per month for childreix through 12years of age

(3)  $634.00 per child per month for children 13 througlyd4&rs of age

(c) The maximum rates for the State participatiorhuman immunodeficiency virus

(HIV) foster care and adoption assistance are established on a graduated scale as follows:
(1)  $800.® per child per month with indeterminate HIV status.
(2)  $1,000 per child per monthith confirmed HIVinfection, asymptomatic.
(3)  $1,200 per child per monthkith confirmed HIVinfection, symptomatic.
(4) $1,600 per child per montwhen the child igerminally ill with complex
care needs.
In_addition to providing board payments to foster and adoptive families ofirHié¢ted
children, any additional funds remaining ttea¢ appropriated for purposealescribed in this
subsectiorshall be used to provide medl training in avoiding HIV transmission in the home.

(d) The State and a county participating in foster care and adoption assistance shall each
contribute fifty percent (50%) of the nonfederal share of the cost of care for a child placed by a
county deprtment of social services or chidacing agency in a family foster home or
residential child care facility. A county shall be held harmless from contributing fifty percent
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(50%) of the nonfederal share of the cost for a child placed in a family fosiee lor
residential child care facility under an agreement with that provider as of October 31, 2008,
until the child leaves foster care or experiences a placement change.

ADOPTION ASSISTANCE VENDOR PAYMENTS

SECTION 10.51A.(a) The Department of Health diHuman Services, Division of
Social Services, is authorized to eliminate the Adoption Assistance Vendor payments for all
adoptions finalized on or after July 1, 2011. All agreements entered into prior to July 1, 2011,
will remain in effect.

SECTION 10.51A(b) Eligibility for Adoption Assistance is clarified to mean that
only children who have been in foster care are eligible for Adoption Assistance.

CHILD CARING INSTITU TIONS

SECTION 10.52. Until the Social Services Commission adopts rules setting
standadized rates for child caring institutions as authorized under X33B-153(8), the
maximum reimbursement for child caring institutions shall not exceed the rate established for
the specific child caring institution by the Department of Health and Hurmeauc8s, Office of
the Controller. In determining the maximum reimbursement, the State shall include county and
IV -E reimbursements.

REPEAL STATE ABORTIO N FUND

SECTION 10.53. Section 93 of Chapter 479 of the 1985 Session Laws, as
amended by Section 75 Ghapter 738 of the 1987 Session Laws, Section 72 of Chapter 500 of
the 1989 Session Laws, Section 79 of Chapter 1066 of the 1989 Session Laws, Section 106 of
Chapter 689 of the 1991 Session Laws, Section 259.1 of Chapter 321 of the 1993 Session
Laws, Seabn 23.27 of Chapter 324 of the 1995 Session Laws, and Section 23.8A of Chapter
507 of the 1995 Session Laws, is repealed.

CHILD WELFARE POSTSE CONDARY SUPPORT PROGRAM

SECTION 10.54.(a) Of the funds appropriated from the General Fund to the
Department oHealth and Human Services, the sum of one million five hundred eliginty
thousand one hundred twerftye dollars ($1,584,125) for the 202D12 fiscal year and one
million five hundred eightyfour thousand one hundred tweititye dollars ($1,584,125) fahe
20122013 fiscal year shall be used to support the child welfare postsecondary support program
for the educational needs of foster youth aging out of the foster care system and special needs
children adopted from foster care after age 12 by provi@disgistance with the "cost of
attendance" as that term is defined in 20 U.S.C. § 1087II.

Funds appropriated by this subsection shall be allocated by the State Education
Assistance Authority.

SECTION 10.54.(b) Of the funds appropriated from the General drua the
Department of Health and Human Services, the sum of fifty thousand dollars ($50,000) for the
20112012 fiscal year and the sum of fifty thousand dollars ($50,000) for theZlltPfiscal
year shall be allocated to the North Carolina State Educa@ssistance Authority (SEAA).

The SEAA shall use these funds only to perform administrative functions necessary to manage
and distribute scholarship funds under the child welfare postsecondary support program.

SECTION 10.54.(c) Of the funds appropriatettom the General Fund to the
Department of Health and Human Services, the sum of three hundreehthetthousand four
hundred ninetsthree dollars ($339,493) for the 202012 fiscal year and the sum of three
hundred thirtynine thousand four hundrednety-three dollars ($339,493) for the 202013
fiscal year shall be used to contract with an entity to administer the child welfare postsecondary
support program described under subsection (a) of this section, which administration shall
include the perfonance of case management services.

SECTION 10.54.(d) Funds appropriated to the Department of Health and Human
Services for the child welfare postsecondary support program shall be used only for students
attending public institutions of higher educatiarthis State.

TANF BENEFIT IMPLEME NTATION
SECTION 10.55.(a) The General Assembly approves the plan titled "North
Carolina Temporary Assistance for Needy Families State Plan FY-Z2WX)" prepared by the
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Department of Health and Human Services and pteddn the General Assembly. The North
Carolina Temporary Assistance for Needy Families State Plan covers the period October 1,
2010, through September 30, 2012. The Department shall submit the State Plan, as revised in
accordance with subsection (b) ofstlsection, to the United States Department of Health and
Human Services, as amended by this act or any other act of the 2011 General Assembly.

SECTION 10.55.(b) The counties approved as Electing Counties in the North
Carolina Temporary Assistance for NgeFamilies State Plan FY 204012, as approved by
this section are Beaufort, Caldwell, Catawba, Lenoir, Lincoln, Macon, and Wilson.

SECTION 10.55.(c) Counties that submitted the letter of intent to remain as an
Electing County or to be redesignatedaasElecting County and the accompanying county plan
for fiscal year 2011 through 2012, pursuant to GOBA-27(e), shall operate under the
Electing County budget requirements effective July 1, 2009. For programmatic purposes, all
counties referred to inhis subsection shall remain under their current county designation
through September 30, 2012.

SECTION 10.55.(d) For the 20142012 fiscal year, Electing Counties shall be held
harmless to their Work First Family Assistance allocations for the -201Q fiscal year,
provided that remaining funds allocated for Work First Family Assistance and Work First
Diversion Assistance are sufficient for payments made by the Department on behalf of
Standard Counties pursuant to GL88A-27.11(b).

SECTION 10.55.(e) In the event that departmental projections of Work First
Family Assistance and Work First Diversion Assistance for the-2012 fiscal year indicate
that remaining funds are insufficient for Work First Family Assistance and Work First
Diversion Assistance ganents to be made on behalf of Standard Counties, the Department is
authorized to deallocate funds, of those allocated to Electing Counties for Work First Family
Assistance in excess of the sums set forth in B8A-27.11, up to the requisite amount for
payments in Standard Counties. Prior to deallocation, the Department shall obtain approval by
the Office of State Budget and Management. If the Department adjusts the allocation set forth
in subsection (d) of this section, then a report shall be madeetoJdmt Legislative
Commission on Governmental Operations, the House of Representatives Appropriations
Subcommittee on Health and Human Services, the Senate Appropriations Committee on Health
and Human Services, and the Fiscal Research Division.

PAYMENTS FOR LIEAP/CIP

SECTION 10.56.(a) Part 1 of Article 2 of Chapter 108A of the General Statutes is
amended by adding the following new section to read:

"8 108A25.4. Use of myments under theLow-Income Energy Assistance Progranand

Crisis Intervention Program.

(a) Thelow-Income Energy Assistance Program Plan developed by the Department of
Health and Human ServicéBepartmentand submittedo the U.S. Department of Health and
Human Services shall focus the annual energy assistance payments on the efldalyop
age 60 and above with income upatee hundred thirty percent30%) of the federal poverty
level and disabled persons receiving services through the Division of Aging and Adult
Services The energy assistance payment shall be paid directlyetsetvice provider by the
county department of social services. The Plan for Crisis Intervention Prd@iénshall
provide assistance for vulnerable populations who meet income eligibility cetgablished
by the DepartmentThe CIP payment shall bgaid directly to the service provider by the
county department of social servdcand shall not exceed six hundred dollars ($600.00) per
household in a fiscal year

(b) The Department shall submit the Plan each progranto the U.S. Department of
Healthand Human Services no later than September 1 of each year and implement the Plan no
later than October 1 of each yéar.

SECTION 10.56.(b) Beginning September 1, 2011, on or before September 1 of
each year and for a period of three years thereafter, tpardeent of Health and Human
Services shall submit a copy of the Plan to the House Appropriations Subcommittee on Health
and Human Services and Senate Appropriations Committee on Health and Human Services.

NON-MEDICAID REIMBURSEME NT CHANGES
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SECTION 10.58(a) Providers of medical services under the various State
programs, other than Medicaid, offering medical care to citizens of the State shall be
reimbursed at rates no higher than those under the North Carolina Medical Assistance Program.

The DepartmentfaHealth and Human Services may reimburse hospitals at the full
prospective per diem rates without regard to the Medical Assistance Program's annual limits on
hospital days. When the Medical Assistance Program's per diem rates for inpatient services and
its interim rates for outpatient services are used to reimburse providers -Medaraid
medical service programs, retroactive adjustments to claims already paid shall not be required.

Notwithstanding the provisions of this section, the Department of Heaith
Human Services may negotiate with providers of medical services under the various
Department of Health and Human Services programs, other than Medicaid, for rates as close as
possible to Medicaid rates for the following purposes: contracts or agreefoe medical
services and purchases of medical equipment and other medical supplies. These negotiated
rates are allowable only to meet the medical needs of itsMealicaid eligible patients,
residents, and clients who require such services that caenptovided when limited to the
Medicaid rate.

Maximum net family annual income eligibility standards for services in these
programs shall be as follows:

DSB Medical Eye Care 125% FPL
DSB Independent Living <55 125% FPL
DSB Independent Living 55> 200% FPL
DSB Vocational Rehabilitation 125% FPL
DVR Independent Living 125% FPL
DVR Vocational Rehabilitation 125% FPL

The Department of Health and Human Services shall contract at, or as close as
possible to, Medicaid rates for medical services provided to residéibtate facilities of the
Department.

SECTION 10.58.(b) Subject to the prior approval of the Office of State Budget
and Management, the Secretary shall reduce provider rates for services rendered for the
Medical Eye Care, Independent Living, and Vomadl Rehabilitation programs within the
Division of Services for the Blind, and Independent Living and Vocational Rehabilitation
programs within the Division of Vocational Rehabilitation to accomplish the reduction in funds
for this purpose enacted in $hact.

STATE-COUNTY SPECIAL ASSISTANCE

SECTION 10.59.(a) The maximum monthly rate for residents in adult care home
facilities shall be one thousand one hundred eigjlutydollars ($1,182) per month per resident
unless adjusted by the Department in acancg with subsection (d) of this section. The
eligibility of Special Assistance recipients residing in adult care homes on September 30, 2009,
shall not be affected by an income reduction in the Special Assistance eligibility criteria
resulting from the @option of this maximum monthly rate, provided these recipients are
otherwise eligible.

SECTION 10.59.(b) The maximum monthly rate for residents in
Alzheimer/Dementia special care units shall be one thousand five hundred fifteen dollars
($1,515) per monthper resident unless adjusted by the Department in accordance with
subsection (d) of this section.

SECTION 10.59.(c) Notwithstanding any other provision of this section, the
Department of Health and Human Services shall review activities and costs teldatesl
provision of care in adult care homes and shall determine what costs may be considered to
properly maximize allowable reimbursement available through Medicaid personal care services
for adult care homes (AGRCS) under federal law. As determinedd with any necessary
approval from the Centers for Medicare and Medicaid Services (CMS), and the approval of the
Office of State Budget and Management, the Department may transfer necessary funds from
the StateCounty Special Assistance program withire tBivision of Social Services to the
Division of Medical Assistance and may use those funds as State match to draw down federal
matching funds to pay for such activities and costs under Medicaid's personal care services for
adult care homes (AGIRCS), thusnaximizing available federal funds. The established rate for
StateCounty Special Assistance set forth in subsections (b) and (c) of this section shall be
adjusted by the Department to reflect any transfer of funds from the Division of Social Services
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to the Division of Medical Assistance and related transfer costs and responsibilities from
StateCounty Special Assistance to the Medicaid personal care services for adult care homes
(ACH-PCS). Subject to approval by the Centers for Medicare and Medicaitte&e(CMS)

and prior to implementing this section, the Department may disregard a limited amount of
income for individuals whose countable income exceeds the adjustedCStatty Special
Assistance rate. The amount of the disregard shall not exceedfférendie between the
Special Assistance rate prior to the adjustment and the Special Assistance rate after the
adjustment and shall be used to pay a portion of the cost of thePXt3Hand reduce the
Medicaid payment for the individual's personal care ses/provided in an adult care home. In

no event shall the reimbursement for services through the-RCS8 exceed the average cost of

the services as determined by the Department from review of cost reports as required and
submitted by adult care homes. TBepartment shall report any transfers of funds and
modifications of rates to the House of Representatives Appropriations Subcommittee on Health
and Human Services, the Senate Appropriations Committee on Health and Human Services,
and the Fiscal Researchvixion.

SECTION 10.59.(d) The Department of Health and Human Services shall
recommend rates for Sta@ounty Special Assistance and for Adult Care Home Personal Care
Services. The Department may recommend rates based on appropriate cost methodology and
cost reports submitted by adult care homes that receive-Statety Special Assistance funds
and shall ensure that cost reporting is done for &latenty Special Assistance and Adult Care
Home Personal Care Services to the same standards as apply toesitiential service
providers.

DHHS BLOCK GRANTS
SECTION 10.60(a) Appropriations from federal block grant funds are made for
the fiscal year ending June 30, 2012, according to the following schedule:

TEMPORARY ASSISTANCE TO NEEDY FAMILIES
(TANF) FUNDS

Local Program Expenditures

Division of Social Services

01. Work First Family Assistance $ 79,840,356
02.  Work First County Block Grants 94,453,315
03.  Work First Electing Counties 2,378,213
04. Adoption Service$ Special Children's Adoption Fund 3,609,355
05. Family Violence Prevention 2,200,000
06.  Child Protective ServicegsChild Welfare

Workers for Local DSS 14,452,391
07.  Child Welfare Collaborative 754,115

Division of Child Development

08.  Subsidized Child Care Program 67,439,721

Division of Public Health

09. Teen Pregnancy Initiatives 450,000
DHHS Administration
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10.
11.

Division of Social Services

Office of the Secretary

Transfers to Other Block Grants

Division of Child Development

12.

13.

14.

15.

16.

17.

18.

Transfer to the Child Carend Development Fund

Transfer to Social Services Block Grant for Child
Protective Services Child Welfare Training in
Counties

Transfer to Social Services Block Grant for
Foster Care Services

Transfer to SocisServices Block Grant for Child
Protective Services

Transfer to Social Services Block Grant for Adult
Protective Services

Transfer to Social Services Block Grant for County
Departments of Social Services

Trander to Social Services Block Grant for Independent
Living Program

TOTAL TEMPORARY ASSISTANCE TO NEEDY FAMILIES
(TANF) FUNDS

TEMPORARY ASSISTANCE TO NEEDY FAMILIES (TANF)
EMERGENCY CONTINGENCY FUNDS

Local Program Expenditures

Division of Social Services

01.
02.
03.

NC FAST

Work Firsti Boys and Girls Clubs

Maternity Homes

Division of Public Health

04.

Teen Pregnancy Initiatives

DHHS Administration

05.
TOTAL TEMPORARY ASSISTANCE TO NEEDY FAMILIES (TANF)

Division of Social Services

EMERGENCY CONTINGENCY FUNDS

SOCIAL SERVICES BLOCK GRANT

Local Program Expenditures

H200-PCS30343_Exf-14 House Bill 200

1,093,176
75,392

82,210,675

1,300,000

650,829

5,040,000

1,191,925

375,000

1,000,000

$ 358,514,463

$ 1,664,936
2,500,000
943,002

2,500,000

1,389,084

$ 8,997,022
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Divisions of Social Services and Aging and Adult Services

01.
02.
03.
04.
05.
06.

07.

08.
09.

10.
11.
11A.

County Departments of Social Sersc

Child Protective Services (Transfer from TANF)
Adult Protective Services (Transfer from TANF)
State IRHome Services Fund

State Adult Day Care Fund

Child Protective ServicesFS Investigative
ServicesChild Medical Evaluation Program

Foster Care Services
(Transfer from TANF $650,829)

Special Children Adoption Incentive Fund

Child Protective Service€hild Welfare Training
for CountieqTransfer from TANF)

Home and Community Care Block Grant (HCCBG)

Child Advocacy Centers
Food Banks

Division of Central Management and Support

12.

ALS Association Jim "Catfish" Hunter Chapter

$ 29,288,783

5,040,000
1,191,925
2,101,113
2,155,301

609,455

2,147,967
500,000

1,300,000
1,834,077

375,000
1,000,000

400,000

Division of Mental Health, Developmental Disabilities, and Substance
Abuse Services

13.
14.
15.

Mental Health Services Program
Developmental Disabilities Services Program
Mental Health ServiceAdult and

Child/Developmental Disabil#s Program/
Substance Abuse ServieAdult

Division of Public Health

16.

Prevent Blindness

Division of Vocational Rehabilitation

17.

Vocational Rehabilitation ServicésEaster Seal Society/UCP

Community Health Program

DHHS Program Expenditures

Division of Aging and Adult Services

18.
Pagel46
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422,003
5,000,000

3,234,601

150,000

188,263

247,920
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Division of Services for the Blind

19. Independent Living Program
(Transfer from TANF $1,000,000)

4,633,077

20. Accessible Electronic Information f&lind and Disabled Persons 75,000

Division of Health Service Regulation

21.  Adult Care Licensure Program

22.  Mental Health Licensure and Certification Program
DHHS Administration

23.  Division of Aging and Adult Services

24.  Division of Social Services

25.  Office of the Secretary/Controller's Office

26.  Office of the Secretary/DIRM

27.  Division of Child Development

28.  Division of Mental Health, Developmental
Disabilities, and Substance Abuser@ces

29. Division of Health Service Regulation

30. Office of the SecretarNC Interagency Council
for Coordinating Homeless Programs

31. Office of the Secretary
Transfers to Other Block Grants
Division of Public Heah

32.  Transfer to Preventive Health Services Block Grant
for HIV/STD Prevention and Community Planning

TOTAL SOCIAL SERVICES BLOCK GRANT
LOW -INCOME HOME ENERGY ASSISTANCE BLOCK GRANT
Local Program Expenditures

Division of SocialServices

01. Low-Income Energy Assistance Program (LIEAP)

02.  Crisis Intervention Program (CIP)

02A. NC FAST Implementation

Local Administration

H200-PCS30343_Exf-14 House Bill 200

411,897
205,668

688,436
892,624
138,058
87,483
15,000

29,665
235,625

250,000
48,053

145,819
$ 65,042,813

$ 11,862,617
48,569,233
4,732,667
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Division of Social Services

03.

County DSS Administration

DHHS Administration

04.
05.

Office of the Secretary/DIRM

Office of the Secretary/Controller's Office

Transfers to Other State Agencies

Department of Commerce

06.
07.

08.

09.

10.

11.

Weatherization Program

Heating Air Repair and Replacement
Progam (HARRP)

Local Residential Energy Efficiency Service
Providersi Weatherization

Local Residential Energy Efficiency Service
Providerss HARRP

Department of Commerce Administration
Weatherization

Department of Commerce Administration
HARRP

Department of Administration

12.

N.C. Commission on Indian Affairs

TOTAL LOW-INCOME HOME ENERGY ASSISTANCE
BLOCK GRANT

CHILD CARE AND DEVELOPMENT FUND BLOCK GRANT

Local Progran Expenditures

Division of Child Development

01.
02.
03.

04.

Subsidized Child Care Services (CCDF)
Electronic Tracking System

Subsidized Child Care Services
(Transfer from TANF)

Quality and Availability Initiatives
(TEACH Program $3,800,000)

Division of Social Services

05.
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Local Subsidized Child Care Services Support
(4% Administrative Allowance)
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5,604,940

276,784
12,332

500,000

4,744,344

25,000

227,038

25,000

227,038

110,638

$ 76,917,631

$ 151,534,624
3,336,345

82,210,675

25,948,434

16,471,587
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DHHS Administration

Division of Child Development

06.

DCD Administrative Expenses

Division of Central Administration

07.

DHHS Central Administratioin DIRM
Technical Services

TOTAL CHILD CARE AND DEVELOPMENT FUND
BLOCK GRANT

MENTAL HEALTH SERVICES BLOCK GRANT

Local Program Expenditures

01. Mental Health Seficesi Adult
02. Mental Health Services Child
03. Administration

TOTAL MENTAL HEALTH SERVICES BLOCK GRANT

6,539,277

774,317

$ 286,815,255

$ 6,656,212
5,121,991
100,000

$ 11,878,203

SUBSTANCE ABUSE PREVENTION AND TREATMENT BLOCK GRANT

Local Program Expenditures

Division of Mentl Health, Developmental Disabilities, and Substance Abuse Services

01. Substance Abuse Servidegdult

02. Substance Abuse Treatment Alternative for Women
03.  Substance AbuseHIV and IV Drug

04.  Substance Abuse Pmwtioni Child

05. Substance Abuse Servide€hild

06. Institute of Medicine

07.  Administration

Division of Public Health

08.
09.

Risk Reduction Projects

Aid-to-Counties

TOTAL SUBSTANCE ABUSE PRE¥NTION
AND TREATMENT BLOCK GRANT

MATERNAL AND CHILD HEALTH BLOCK GRANT

Local Program Expenditures
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$ 20,008,541
8,107,303
5,116,378
7,186,857
4,940,500

250,000
250,000

633,980
209,576

$ 46,703,135
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Division of Public Health

01.
02.
03.

Children's Health Services
Women's Health

Oral Health

DHHS Program Ependitures

Division of Public Health

04.
05.
06.
07.
08.
09.

Children's Health Services

Women's Health

State Center for Health Statistics
Quality Improvement in Public Health
Health Promotion

Office of Minority Health

DHHS Administration

Division of Public Health

10.

Division of Public Health Administration

TOTAL MATERNAL AND CHILD
HEALTH BLOCK GRANT

PREVENTIVE HEALTH SERVICES BLOCK GRANT

Local Program Expenditures

Division of Public Health

01.
02.
03.

NC Statewide Health Promotion

Services to Rape Victims

HIV/STD Prevention and Community Planning
(Transfer from Social Services Block Grant)

DHHS Program Expenditures

Division of Public Health

04.
05.
06.
07.

08.
Pagel50

State Center for Health Statistics
NC Statewide Health Promotion
Oral Health

State Laboratory of Public Health

Services to Rape Victims
House Bill 200

$ 8,528,156
8,510,783
42,268

1,417,087
136,628
164,318

1,636
89,374
40,141

631,966

$ 19,562,357

$ 1,730,653
89,152

145,819

55,040
947,056
70,000
16,600
107,960
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TOTAL PREVENTIVE HEALTH SERVICES BLOCK GRANT $ 3,162,280
COMMUNITY SERVICES BLOCK GRANT
Local Program Expenditures

Office of Economic Opportunity

01. Community Action Agencies $ 18,075,488

02. Limited Purpose Agencies 1,004,194
DHHS Administration

03.  Office of Economic Opportunity 1,004,194
TOTAL COMMUNITY SERVICES BLOCK GRANT $ 20,083,876

GENERAL PROVISIONS
SECTION 10.60.(b) Information to Be Included in Block Grant Plaris.The
Department of Health and Human Services shall submit a separate plan for each Block Grant
received and administered by the Dépent, and each plan shall include the following:
(1) A delineation of the proposed allocations by program or activity, including
State and federal match requirements.

(2) A delineation of the proposed State and local administrative expenditures.

(3)  An identification of all new positions to be established through the Block
Grant, including permanent, temporary, and timeted positions.

(4) A comparison of the proposed allocations by program or activity with two
prior years' program and activity budgetsl two prior years' actual program
or activity expenditures.

(5) A projection of current year expenditures by program or activity.

(6) A projection of federal Block Grant funds available, including unspent

federal funds from the current and prior fiscahys.

SECTION 10.60.(c) Changes in Federal Fund Availabilitylf the Congress of the
United States increases the federal fund availability for any of the Block Grants or contingency
funds and other grants related to existing Block Grants administerdéldebpepartment of
Health and Human Services from the amounts appropriated in this section, the Department
shall allocate the increase proportionally across the program and activity appropriations
identified for that Block Grant in this section. In alldogt an increase in federal fund
availability, the Office of State Budget and Management shall not approve funding for new
programs or activities not appropriated in this section.

If the Congress of the United States decreases the federal fund availabdiy of
the Block Grants or contingency funds and other grants related to existing Block Grants
administered by the Department of Health and Human Services from the amounts appropriated
in this section, the Department shall develop a plan to adjubtdbk grants based on reduced
federal funding.

Prior to allocating the change in federal fund availability, the proposed allocation
must be approved by the Office of State Budget and Management. If the Department adjusts the
allocation of any Block Grantw to changes in federal fund availability, then a report shall be
made to the Joint Legislative Commission on Governmental Operations, the House of
Representatives Appropriations Subcommittee on Health and Human Services, the Senate
Appropriations Commige on Health and Human Services, and the Fiscal Research Division.

SECTION 10.60.(d) Appropriations from federal Block Grant funds are made for
the fiscal year ending June 30, 2012, according to the schedule enacted for State fiscal year
20112012 or unfia new schedule is enacted by the General Assembly.

SECTION 10.60.(e) All changes to the budgeted allocations to the Block Grants or
contingency funds and other grants related to existing Block Grants administered by the
Department of Health and Humanr@ees that are not specifically addressed in this section
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shall be approved by the Office of State Budget and Management, and the Office of State
Budget and Management shall consult with the Joint Legislative Commission on Governmental
Operations for rew prior to implementing the changes. The report shall include an itemized
listing of affected programs, including associated changes in budgeted allocations. All changes
to the budgeted allocations to the Block Grants shall be reported immediatelyHoube of
Representatives Appropriations Subcommittee on Health and Human Services, the Senate
Appropriations Committee on Health and Human Services, and the Fiscal Research Division.
This subsection does not apply to Block Grant changes caused by legisklary increases

and benefit adjustments.

TEMPORARY ASSISTANCE FOR NEEDY FAMILIES (TANF) FUNDS

SECTION 10.60.(e1l) The sum of ninetfour million four hundred fiftythree
thousand three hundred fifteen dollars ($94,453,315) appropriated in this sacti@iNF
funds to the Department of Health and Human Services, Division of Social Services, for the
20112012 fiscal year shall be used for Work First County Block Grants. The Division shall
certify these funds in the appropriate State level services basegrior year actual
expenditures. The Division has the authority to realign the authorized budget for these funds
among the State level services based on current year actual expenditures.

SECTION 10.60.(f) The sum of one million ninetthree thousand @enhundred
seventysix dollars ($1,093,176) appropriated in this section in TANF funds to the Department
of Health and Human Services, Division of Social Services, for the-2012 fiscal year shall
be used to support administration of TAlfifhded programs

SECTION 10.60.(g) The sum of two million two hundred thousand dollars
($2,200,000) appropriated under this section in TANF funds to the Department of Health and
Human Services, Division of Social Services, for the 22012 fiscal year shall be used to
provide domestic violence services to Work First recipients. These funds shall be used to
provide domestic violence counseling, support, and other direct services to clients. These funds
shall not be used to establish new domestic violence shelters axilitafe lobbying efforts.

The Division of Social Services may use up to sewfisgy thousand dollars ($75,000) in
TANF funds to support one administrative position within the Division of Social Services to
implement this subsection.

Each county departme of social services and the local domestic violence shelter
program serving the county shall develop jointly a plan for utilizing these funds. The plan shall
include the services to be provided and the manner in which the services shall be delivered. The
county plan shall be signed by the county social services director or the director's designee and
the domestic violence program director or the director's designee and submitted to the Division
of Social Services by December 1, 2011. The Division of $&aavices, in consultation with
the Council for Women, shall review the county plans and shall provide consultation and
technical assistance to the departments of social services and local domestic violence shelter
programs, if needed.

The Division of So@l Services shall allocate these funds to county departments of
social services according to the following formula: (i) each county shall receive a base
allocation of five thousand dollars ($5,000) and (ii) each county shall receive an allocation of
the emaining funds based on the county's proportion of the statewide total of the Work First
caseload as of July 1, 2011, and the county's proportion of the statewide total of the individuals
receiving domestic violence services from programs funded by thecCdar Women as of
July 1, 2011. The Division of Social Services may reallocate unspent funds to counties that
submit a written request for additional funds.

SECTION 10.60.(h) The sum of fourteen million four hundred fiftwo thousand
three hundred nity-one dollars ($14,452,391) appropriated in this section to the Department
of Health and Human Services, Division of Social Services, in TANF funds for theZ2d 21
fiscal year for child welfare improvements shall be allocated to the county deparwhents
social services for hiring or contracting staff to investigate and provide services in Child
Protective Services cases; to provide foster care and support services; to recruit, train, license,
and support prospective foster and adoptive families; andprtvide interstate and
postadoption services for eligible families.

SECTION 10.60.() The sum of three million six hundred nine thousand three
hundred fiftyfive dollars ($3,609,355) appropriated in this section in TANF funds to the
Department of Healthand Human Services, Special Children Adoption Fund, for the
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20112012 fiscal year shall be used in accordance with T&A-50.2, as enacted in Section
10.48 of S.L. 200951. The Division of Social Services, in consultation with the North
Carolina Assoation of County Directors of Social Services and representatives of licensed
private adoption agencies, shall develop guidelines for the awarding of funds to licensed public
and private adoption agencies upon the adoption of children described IO8AH0 and in

foster care. Payments received from the Special Children Adoption Fund by participating
agencies shall be used exclusively to enhance the adoption services program. No local match
shall be required as a condition for receipt of these funds.

SECTION 10.60.()) The sum of seven hundred fifgur thousand one hundred
fifteen dollars ($754,115) appropriated in this section to the Department of Health and Human
Services in TANF funds for the 202D12 fiscal year shall be used to continue supporttti®
Child Welfare Collaborative.

TEMPORARY ASSISTANCE FOR NEEDY FAMILIES (TANF) CONTINGENCY
FUNDS

SECTION 10.60.(k) The sum of two million five hundred thousand dollars
($2,500,000) appropriated in this section to the Department in TANF funds foraBdySirls
Clubs for the 201-R012 fiscal year shall be used to make grants for approved programs. The
Department of Health and Human Services, in accordance with federal regulations for the use
of TANF Contingency funds, shall administer a grant prograaward funds to the Boys and
Girls Clubs across the State in order to implement programs that improve the motivation,
performance, and sedisteem of youths and to implement other initiatives that would be
expected to reduce gang participation, school a@ligpand teen pregnancy rates. The
Department shall facilitate collaboration between the Boys and Girls Clubs and Support Our
Students, Communities in Schools, and similar programs and encourage them to submit joint
applications for the funds if appropeat

SECTION 10.60.(I) The sum of one million three hundred eighiype thousand
eighty-four dollars ($1,389,084) appropriated in this section in TANF Contingency funds to the
Department of Health and Human Services, Division of Social Services, for tie2Q02
fiscal year shall be used to support administration of TAfeed programs.

SOCIAL SERVICES BLOCK GRANT

SECTION 10.60.(I1) The sum of twengnine million two hundred eightgight
thousand seven hundred eiglityee dollars ($29,288,783) appropeic in this section in the
Social Services Block Grant to the Department of Health and Human Services, Division of
Social Services, for the 202D12 fiscal year shall be used for County Block Grants. The
Division shall certify these funds in the approfei&tate level services based on prior year
actual expenditures. The Division has the authority to realign the authorized budget for these
funds among the State level services based on current year actual expenditures.

SECTION 10.60.(m) The sum of one nlibn three hundred thousand dollars
($1,300,000) appropriated in this section in the Social Services Block Grant to the Department
of Health and Human Services, Division of Social Services, for the-2012 fiscal year shall
be used to support various Ilchwelfare training projects as follows:

(1) Provide a regional training center in southeastern North Carolina.

(2) Provide training for residential child caring facilities.

(3) Provide for various other child welfare training initiatives.

SECTION 10.60.(n The sum of two million one hundred forsgven thousand
nine hundred sixtgseven dollars ($2,147,967) appropriated in this section in the Social
Services Block Grant for child caring agencies for the 22012 fiscal year shall be allocated
in support 6 State foster home children.

SECTION 10.60.(0) The Department of Health and Human Services is authorized,
subject to the approval of the Office of State Budget and Management, to transfer Social
Services Block Grant funding allocated for departmentaligidtration between divisions that
have received administrative allocations from the Social Services Block Grant.

SECTION 10.60.(p) Social Services Block Grant funds appropriated for the
Special Children's Adoption Incentive Fund will require a fifty patq50%) local match.

SECTION 10.60.(g) The sum of four hundred twentwo thousand three dollars
($422,003) appropriated in this section in the Social Services Block Grant to the Department of

H200-PCS30343_Exf-14 House Bill 200 Pagel53



OCO~NOUITRAWNE

General Assembly Of North Carolina Session 2011

Health and Human Services, Division of Social Servicesh®20112012 fiscal year shall be
used to continue a Mental Health Services Program for children.

SECTION 10.6Q(r) The sum of five million forty thousand dollars ($5,040,000)
appropriated in this section in the Social Services Block Grant for the Z0PLfiscal year
shall be allocated to the Department of Health and Human Services, Division of Social
Services. The Division shall allocate these funds to local departments of social services to
replace the loss of Child Protective Services State furalsatte currently used by county
government to pay for Child Protective Services staff at the local level. These funds shall be
used to maintain the number of Child Protective Services workers throughout the State. These
Social Services Block Grant fundsadl be used to pay for salaries and related expenses only
and are exempt from 10A NCAC 71R .0201(3) requiring a local match of tfigatpercent
(25%).

SECTION 10.60.(s) The sum of four hundred thousand dollars ($400,000)
appropriated in this section the Social Services Block Grant for the 2112 fiscal year to
the Department of Health and Human Services, Division of Central Management and Support,
shall be allocated to the ALS Association, Jim "Catfish" Hunter Chapter, to be used to provide
patient care and community services to persons with ALS and their families. These funds are
exempt from the provisions of 10A NCAC 71R .0201(3).

SECTION 10.60.(t) The sum of one hundred fifty thousand dollars ($150,000)
appropriated in this section in the Sacservices Block Grant for the 202012 fiscal year to
the Department of Health and Human Services, Division of Public Health, shall be allocated to
Prevent Blindness North Carolina to be used for direct service programs. These funds are
exempt from th@rovisions of 10A NCAC 71R .0201(3).

SECTION 10.60.(u) The sum of seventfive thousand dollars ($75,000)
appropriated in this section in the Social Services Block Grant for theZlI fiscal year to
the Department of Health and Human Services, Dinigib Services for the Blind, shall be
used to provide accessible electronic information for blind and disabled persons. These funds
are exempt from the provisions of 10A NCAC 71R .0201(3).

SECTION 10.60.(v) The sum of three hundred sevefitye thousand dllars
($375,000) appropriated in this section in the Social Services Block Grant for the@DA 1
fiscal year to the Department of Health and Human Services, Division of Social Services, shall
be used to continue support for the Child Advocacy Centeds aaa exempt from the
provisions of 10A NCAC 71R .0201(3).

SECTION 10.60.(w) Social Services Block Grant funds allocated to the North
Carolina InterAgency Council for 2012012 fiscal year for coordinating homeless programs
and child medical evaluatiomse exempt from the provisions of 10A NCAC 71R .0201(3).

LOW -INCOME HOME ENERGY ASSISTANCE BLOCK GRANT

SECTION 10.60.(x) Additional emergency contingency funds received may be
allocated for Energy Assistance Payments or Crisis Intervention Paymentsutwgthor
consultation with the Joint Legislative Commission on Governmental Operations. Additional
funds received shall be reported to the Joint Legislative Commission on Governmental
Operations and the Fiscal Research Division upon notification of thel aWse Department of
Health and Human Services shall not allocate funds for any activities, including increasing
administration, other than assistance payments, without prior consultation with the Joint
Legislative Commission on Governmental Operations.

SECTION 10.60.(y) The sum of eleven million eight hundred skttyo thousand
six hundred seventeen dollars ($11,862,617) appropriated in this section in tHadoone
Home Energy Assistance Block Grant for the 2Q012 fiscal year to the Department of
Health and Human Services, Division of Social Services, shall be used for energy assistance
payments for the households of (i) elderly persons age 60 and above with income up to one
hundred thirty percent (130%) of the federal poverty level and (ii) dispelesthns eligible for
services funded through the Division of Aging and Adult Services. County departments of
social services shall submit to the Division of Social Services an outreach plan for targeting
households with 6§earold household members nddathan August 1 of each year.

SECTION 10.60.(y1) The sum of four million seven hundred thittyo thousand
six hundred sixtyseven dollars ($4,732,667) appropriated in this section in thelhoome
Home Energy Assistance Block Grant for the 2@0D12 fiscal year to the Department of
Health and Human Services, Central Management and Support Division, shall be used to
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continue the implementation of the NCFAST program. The U.S. Department of Health and
Human Services has authorized the use of the LIEABram service funds to continue the
implementation of the NCFAST program. This meets the required participation based on the
federally approved cost allocation plan. In order to advance the implementation of NCFAST,
which creates a single portal of gnfor the Department Health and Human Services programs,
these federal funds are critical, otherwise State funds will have to be identified.

CHILD CARE AND DEVELOPMENT FUND BLOCK GRANT

SECTION 10.60.(z) Payment for subsidized child care services provideth
federal TANF funds shall comply with all regulations and policies issued by the Division of
Child Development for the subsidized child care program.

SECTION 10.60.(aa) If funds appropriated through the Child Care and
Development Fund Block Grant fany program cannot be obligated or spent in that program
within the obligation or liquidation periods allowed by the federal grants, the Department may
move funds to child care subsidies, unless otherwise prohibited by federal requirements of the
grant, n order to use the federal funds fully.

SUBSTANCE ABUSE PREVENTION AND TREATMENT BLOCK GRANT

SECTION 10.60.(bb) The sum of two hundred fifty thousand dollars ($250,000)
appropriated in this section in the Substance Abuse Prevention and Treatment BliockoGr
the Department of Health and Human Services, Division of Mental Health, Developmental
Disabilities, and Substance Abuse Services, for the -2012 fiscal year for the North
Carolina Institute of Medicine (NCIOM) shall be used to continue its TaséeFon the mental
health, social, and emotional needs of young children and their faniiiegldition to the
issues identified in Section 16.1 of S.L. 2a1%P, the Task Force shall study the impact of
parents' substance use problems on the mentahhesadt social and emotional wdléing of
children from conception through age fivEhe NCIOM shall make an interim report to the
General Assembly no later than January 15, 2012, which may include legislative and other
recommendations, and shall issue fiteal report with findings, recommendations, and any
proposed legislation to the 2013 General Assembly upon its convening.

MATERNAL AND CHILD HEALTH BLOCK GRANT

SECTION 10.60.(cc) The sum of one million four hundred ninetgven thousand
dollars ($1,497100) appropriated in this section in the Maternal and Child Health Block Grant
for the 201312012 fiscal year to the Department of Health and Human Services, Division of
Public Health, shall be used to fund the following activities as indicated:

(1) March d Dimes to provide folic acid and education for women before
pregnancy to reduce birth defects and infant mortality, the sum of three
hundred fifty thousand dollars ($350,000).

(2) Teen Pregnancy Prevention, the sum of six hundred fifty thousand dollars
($650,000).

3) Healthy Start/Safe Sleep, the sum of two hundred feetyen thousand
dollars ($247,000).

(4)  Perinatal Quality Collaborative of North Carolina, the sum of two hundred
fifty thousand dollars ($250,000).

SECTION 10.60.(dd) If federal funds a received under the Maternal and Child

Health Block Grant for abstinence education, pursuant to section 912 of Public Lal®304

(42 U.S.C. § 710), for the 2042012 fiscal year, then those funds shall be transferred to the
State Board of Education to @@Eministered by the Department of Public Instruction. The
Department of Public Instruction shall use the funds to establish an abstinence until marriage
education program and shall delegate to one or more persons the responsibility of
implementing the pgram and G.S115G81(el)(4) and (4a). The Department of Public
Instruction shall carefully and strictly follow federal guidelines in implementing and
administering the abstinence education grant funds.

SECTION 10.60.(ee) The Department of Health and Hum8&ervices shall ensure

that there will be followup testing in the Newborn Screening Program.

PART XI. DEPARTMENT OF AGRICULTURE AND C ONSUMER SERVICES
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REPEAL BOARD OF AGRI CULTURE REVIEW OF FE E SCHEDULES
SECTION 11.2. G.S.1066.1(b) is repealed.

RECLASSIFY VACANT POSITION WITHIN DACS TO ANIMA L WELFARE
PROGRAM
SECTION 11.7. The Department of Agriculture and Consumer Services shall
reclassify one vacant position within the Department and shall fill this reclassified pasidon
timely manner in ordeto provide support for the Animal Welfare Program within the
Department.

PART Xll. DEPARTMENT OF LABOR

LABOR/REPEAL STATUTE REQUIRING BIENNIAL R EVIEW OF FEES BY
DEPARTMENT
SECTION 12.1. G.S.9514.1 is repealed.

PART Xlll. DEPARTMEN T OF ENVIRONMENT AND NATURAL RESOURCES

ABOLISH, TRANSFER TO OTHER DEPARTMENTS, OR CONSOLIDATE WITHIN
DENR ALL ENVIRONMENT AL HEALTH PROGRAMS U NDER DENR

SECTION 13.3.(a) The Vector Control Program and the Tick Control Program
within the Division of Environmental Health of tH@epartment of Environment and Natural
Resources are abolished. Further, any equipment that the State loaned to any local health
department as part of the Vector Control Program that is in the possession of the local health
department shall be retained blyat local health department, and the ownership of that
equipment shall be transferred from the State to that local health department.

SECTION 13.3.(b) All functions, powers, duties, and obligations previously
vested in the Sleep Products Program withaRublic Health Pest Management Sectiothef
Division of Environmental Healtlof the Department of Environment and Natural Resources
are transferred to and vested in the Department of Agriculture and Consumer Seyvaces
Type | transfer, as defined .S.143A-6.

SECTION 13.3.(c) The following sections of the Division of Environmental
Health that support programs implemented through local health departments and programs
primarily focused on food safety and other public health concerns are, sulgabsextion (b)
of this section, transferred from the Department of Environment and Natural Resources to the
Division of Public Health of the Department of Health and Human Services with all the
elements of a Type | transfer, as defined by G43A-6:

(1)  Environmental Health Services Section.

(2)  Grade "A" Milk Sanitation Program.

(3) OnSite Water Protection Section.

(4)  Office of Education and Training.

SECTION 13.3.(d) All functions, powers, duties, and obligations previously
vested in the RadiatioRrotection Section within the Division of Environmental Health of the
Department of Environment and Natural Resources are transferred to and vesté&ivisite
of Health Safety Regulation of the Department of Health and Human SebyicasType |
trander, as defined in G.343A-6.

SECTION 13.3.(e) The Public Water Supply Section of the Division of
Environmental Health of the Department of Environment and Natural Resources shall be
transferred to the Division of Water Resources of the DepartmentvafoEment and Natural
Resources with all the elements of a Type | transfer, as defined b$43/6.

SECTION 13.3.(f) The Shellfish Sanitation and Recreational Water Quality
Section of the Division of Environmental Health of the Department of Environmed
Natural Resources shall be transferred to the Division of Marine Fisheries of the Department of
Environment and Natural Resources with all the elements of a Type | transfer, as defined by
G.S.143A6.

SECTION 13.3.(g) The Division of Environmental ehlth of the Department of
Environment and Natural Resources is abolished, and ub&cPHealth Pest Management
Section of theDivision of Environmental Health of the Department of Environment and
Natural Resources is abolished.
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SECTION 13.3.(h) G.S.143-279.3(c)(3) is repealed.

SECTION 13.3.(i) Part 1 of Article 12 of Chapter 130A of the General Statutes is
repealed.

SECTION 13.3.()) G.S.143-300.8 reads as rewritten:

"8 143300.8. Defense of local sanitarians.

Any local health department sanitariamforcing rules of the Commission for Public Health
or of the Environmental Management Commission under the supervision of the Department of
Environment-and-Natural-Resourtieslth and Human Servicgsirsuant to G.SL30A-4 shall
be defended by the Attorméseneral, subject to the provisions of GL&3-300.4, and shall be
protected from liability in accordance with the provisions of this Article in any civil or criminal
action or proceeding brought against the sanitarian in his official or individual ityapzc
both, on account of an act done or omission made in the scope and course of enforcing the rules
of the Commission for Public Health or of the Environmental Management Commission. The
Department oEnvirenment-and-Natural-ResourEleslth and Human évicesshall pay any
judgment against the sanitarian, or any settlement made on his behalf, subject to the provisions
of G.S.143300.6."

SECTION 13.3.(k) G.S.106-143 reads as rewritten:

"8 106143. Article construed supplementary.

Nothing in this Artcle shall be construed as in any way amending, abridging, or otherwise
affecting the validity of any law or ordinance relating to the Commission for Public Health or
the Department of Environment and Natural Resources or any local health department in thei
sanitary work in connection with public and private water supplies, sewerage, meat, milk, milk
products;shelifishfinfish, or other foods, or food products, or the production, handllng, or
processing of these items."

SECTION 13.3.(I) Part 8 of Article8 of Chapter 130A of the General Statutes is
recodified as Article 4H of Chapter 106 of the General Statutes, to be entitled "Bedding";
G.S.130A-261 is recodified as G.206-65.95; G.S130A-262 is recodified as G.206-65.96;
G.S.130A-263 is recodied as G.S106-65.97; G.S130A-264 is recodified as G.206-65.98;
G.S.130A-265 is recodified as G.30665.99; G.S130A-266 is recodified as
G.S.10665.100; G.S130A-267 is recodified as G.30665.101; G.S130A-268 is recodified
as G.S510665.102; G.S.130A-269 is recodified as G.306-65.103; G.S130A-270 is
recodified as G.S106-65.104; G.S130A-271 is recodified as G.306-65.105; G.S130A-272
is recodified as G.2.06-65.106; and G.SL30A-273 is recodified as G.306-65.107.

SECTION 13.3.(m) G.S.10665.95, as recodified under subsection (l) of this
section, reads as rewritten:

"8 10665.95. Definitions.
The following definitions shall apply throughout ti#artArticle:
e. "

SECTION 13.3.(n) G.S.106:65.96, as recodified under sdztion (I) of this
section, reads as rewritten:
"8 10665.96. Sanitizing.

€) No person shall sell any renovated bedding or secondhand bedding unless it is
sanitized in accordance with rules adopted byGbsmissiorBoard of Agriculture.

(b) A sanitizing apparatus or process shall not be used for sanitizing bedding or material
required to be sanitized under thigart-Article until the apparatus is approved by the
DepartmenDepartment of Agriculture and Consumer Services.

(c) A person who sanitizes beddi shall attach to the bedding a yellow tag containing
information required by the rules of tB®mmissierBoard of Agriculture.

(d) A person who sanitizes material or bedding for another person shall keep a complete
record of the kind of material and bewdlgl which has been sanitized. The record shall be
subject to inspection by tH@epartmenDepartment of Agriculture and Consumer Services.

(e) A person who receives used bedding for renovation or storage shall attach to the
bedding a tag on which is legybivritten the date of receipt and the name and address of the
owner."

SECTION 13.3.(0) G.S.106:65.98, as recodified under subsection (I) of this
section, reads as rewritten:
"8 10665.98. Storage of used materials.
No establishment shall store any ungaed previously used materials in the same room
with bedding or materials that are new or have been sanitized unless the new or sanitized
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bedding or materials are completely segregated from the unsanitized materials in a manner
approved by the rules di¢ CemmissiorBoard of Agriculturé.

SECTION 13.3.(p) G.S.10665.99, as recodified under subsection (l) of this
section, reads as rewritten:
"8 10665.99. Tagging requirements.

(@) A tag of durable material approved by tBemmissienBoard of Agricultue shall
be sewed securely to all bedding. The tag shall be at least two inches by three inches in size.

(b)  The following shall be plainly stamped or printed upon the tag with ink in English:

Q) The name and kind of material or materials used to fillbibxeding which
are listed in the order of their predominance,;

(2) A registration number obtained from thBepartmenDepartment of
Agriculture and Consumer Servicesid

3) In letters at least oreighth inch high the words "made of new material”, if
the kedding contains no previously used material; or the words "made of
previously used materials”, if the bedding contains any previously used
material; or the word "secondhand” on any bedding which has been used but
not remade.

(4) Repealed by Session Laws819 c. 456, s. 4.

(©) A white tag shall be used for manufactured bedding and a yellow tag for renovated
or sanitized bedding.

(d)  The tag must be sewed to the outside covering before the filling material has been
inserted. No trade name, advertisementamyr other wording shall appear on the tag."

SECTION 13.3.(q) G.S.106-65.100, as recodified under subsection (l) of this
section, reads as rewritten:
"8 10665.100. Altering tags prohibited.

No person, other than one purchasing bedding for personalr useepresentative of the
Departmentof Agriculture and Consumer Servicsball remove, deface or alter the tag
required by thigartArticle."

SECTION 13.3.(r) G.S.10665.101, as recodified under subsection (l) of this
section, reads as rewritten:
"8§ 106-65.101. Selling regulated.

€) No person shall sell any bedding in this State (whether manufactured within or
without this State) which has not been manufactured, tagged, and labeled in the manner
required by thifRartArticle and which does not othersag comply with the provisions of this
PartArticle.

(b)  This PartArticle shall not apply to bedding sold by the owner and previous user
from the owner's home directly to a purchaser for the purchaser's own personal use unless the
bedding has been expodedan infectious or communicable disease.

(c) Possession of any bedding in any store, warehouse, itinerant vendor's conveyance or
place of business, other than a private home, hotel or other place where these articles are
ordinarily used, shall constituf@ima facie evidence that the item is possessed with intent to
sell. No secondhand bedding shall be possessed with intent to sell for a period exceeding 60
days unless it has been sanitized."

SECTION 13.3.(s) G.S.10665.102, as recodified under subsettid) of this
section, reads as rewritten:
"8 10665.102. Registration numbers.

(@  All persons manufacturing or sanitizing bedding in this State or manufacturing
bedding to be sold in this State shall apply for a registration number on a form prebgribed
the SeeretanCommissioner of AgricultureUpon receipt of the completed application and
applicable fees, the Departmeot Agriculture and Consumer Servicehall issue to the
applicant a certificate of registration showing the person's name and faddrgistration
number and other pertinent information required by the rules oStvamissiorBoard of
Agriculture”

SECTION 13.3.(t) G.S.106:65.103, as recodified under subsection (I) of this
section, reads as rewritten:
"8 10665.103. Payment of feedicenses.

(c) The Departmenof Agriculture and Consumer Servicglsall administer and enforce
this PartArticle. A person who has done business in this State throughout the preceding
calendar year shall obtain a license by paying a fee to the Depammégiriculture and
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Consumer _Servicesn an amount determined by the total number of bedding units
manufactured, sold, or sanitized in this State by the applicant during the calendar year
immediately preceding, at the rate of five and two tenths cent¢)(p& bedding unit.
However, if this amount is less than fifty dollars ($50.00), a minimum fee of fifty dollars
($50.00) shall be paid to th#epartmenDepartmentf Agriculture and Consumer Services.

(d) A person who has not done business in this $tateighout the preceding calendar
year shall obtain a license by paying an initial fee to the DepartofeAgriculture and
Consumer Serviceis the amount of seven hundred twenty dollars ($720.00) for the first year
in which business is done in this Stgteorated in accordance with the quarter of the calendar
year in which the person begins doing business. After submission of proof of business volume
in accordance with subsection (h) of this section for the part of the preceding calendar year in
which the person did business in this State, the Departroertgriculture and Consumer
Servicesshall determine the amount of fee for which the person is responsible for that time
period by using a rate of five and two tenths cents (5.2¢) for each beddingawvet, if this
amount is less than fifty dollars ($50.00), then the amount of the fee for which the person is
responsible shall be fifty dollars ($50.00). If the person's initial payment is more than the
amount of the fee for which the person is respdesithe Departmenof Agriculture and
Consumer Serviceshall make a refund or adjustment to the cost of the fee due for the next
year in the amount of the difference. If the initial payment is less than the amount of the fee for
which the person is respsible, the person shall pay the difference to the
DepartmenDepartment of Agriculture and Consumer Services.

(d1) Payments, refunds, and adjustments shall be made in accordance with rules adopted
by theCemmissiorBoard of Agriculture.

(d2) Upon payment the fees charged pursuant to subsections (c) and (d), or the first
installment thereof as provided by rules adopted byciemissiorBoard of Agriculturethe
Departmenbf Agriculture and Consumer Servicgisall issue a license to the person. Licenses
shall be kept conspicuously posted in the place of business of the licensee at all times. The
SeeretaryCommissioner of Agriculturenay suspend a license for a maximum of six months
for two or more serious violations of tH&artArticle or of the rules othe CommissierBoard
of Agriculturewithin any 12month period.

(e) A maximum fee of seven hundred fifty dollars ($750.00) shall be charged for units
of bedding manufactured in this State but not sold in this State.

For the sole purpose of computingeé for which a person is responsible, the
following definitions shall apply: One mattress is defined as one bedding unit; one upholstered
spring is defined as one bedding unit; one pad is defined as one bedding unit; one sleeping bag
is defined as one bduhg unit; five comforters, pillows or decorative pillows are defined as one
bedding unit; and any other item is defined as one bedding unit.

(@) An application for license must be submitted on a form prescribed by the
SeeretanCommissioner of AgricultureNo license may be issued to a person unless the person
complies with the rules of th€emmissionBoard of Agriculturegoverning the granting of
licenses.

(h)  The CemmissienBoard of Agricultureshall adopt rules for the proper enforcement
of this section The rules shall include provisions governing the type and amount of proof
which must be submitted by the applicant to the Departrokrtgriculture and Consumer
Servicesin order to establish the number of bedding units that were, during the preceding
cdendar year:

(1) Manufactured and sold in this State;

(2)  Manufactured outside of this State and sold in this State; and

(3) Manufactured in this State but not sold in this State.

M The CommissionBoard of Agriculturemay provide in its rules for additial proof
of the number of bedding units sold during the preceding calendar year when it has reason to
believe that the proof submitted by the manufacturer is incomplete, misleading or incorrect.”

SECTION 13.3.(u) G.S.106-65.104, as recodified under sebson (I) of this
section, reads as rewritten:

"8 10665.104. Bedding Law Account.
The Bedding Law Account is established as a nonreverting account within the
Department of Agriculture and Consumer Servidds.fees collected under this
PRartArticle shall be credited to the Account and applied to the following costs:
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Q) Salaries and expenses of inspectors and other employees who enforce this
PartArticle.

(2) Expenses directly connected with the enforcement of BasgArticle,
including atbrney's fees, which are expressly authorized to be incurred by
the SeeretanCommissioner of Agriculturgvithout authority from any other
source when in theéSeeretaris—oepinioropinion of the Commissioner of
Agricultureit is advisable to employ an attorngyprosecute any persons.”

SECTION 13.3.(v) G.S.10665.105, as recodified under subsection (l) of this

section, reads as rewritten:
"8 10665.105. Enforcement by theBepartmentDepartment of Agriculture and

Consumer Services.

(@) The Departmentf Agriculture and Consumer Servicesall enforce the provisions
of thisRartArticle and the rules adopted by tBemmissierBoard of Agriculture.

(b) The SeeretaryCommissioner of Agriculturgnay prohibit sale and place an "off
sale" tag on any bedding whichnot made, sanitized, or tagged as required byrHaigArticle
and the rules of th&€emmissiorBoard of Aquculture The bedding shall not be sold or
otherwise removed until the violation is remedied and 8eeretaryCommissioner of
Agriculture has remspected it and removed the "off sale" tag.

(©) A person supplying material to a bedding manufacturer shall furnish an itemized
invoice of all furnished material. Each material entering into willowed or other mixtures shall
be shown on the invoice. The g manufacturer shall keep the invoice on file for one year
subject to inspection by tH@epartmenDepartmenbf Agriculture and Consumer Services.

(d) When theSeeretaryCommissioner of Agriculturbas reason to believe that bedding
is not tagged or fied as required by thisRartArticle, the SeeretaryCommissioner of
Agriculture shall have authority to open a seam of the bedding to examine the filling, and, if
unable after this examination to determine if the filling is of the kind stated on thehtt,
have the authority to examine purchase or other records necessary to determine definitely the
kind of material used in the bedding. T8eeretaryCommissioner of Agriculturshall have
authority to seize and hold for evidence any records and anyngeatcdbedding material which
in the Seeretars-opinieropinion of the Commissioner of Agricultuis made, possessed or
offered for sale in violation of thi®art-Article or the rules of th@emmlssleFBoard of
Agriculture. The SecretaryCommissioner of Ariculture shall have authority to take a sample
of any bedding or bedding material for the purpose of examination or for evidence."

SECTION 13.3.(w) G.S.106:65.106, as recodified under subsection (I) of this

section, reads as rewritten:
"8 10665.106. Exemptions for blind persons and State institutions.

€) In cases where bedding is manufactured, sanitized or renovated in a plant or place of
business which has qualified as a nonprofit agency for the blind or severely handicapped under
P.L. 9228, as amaded, the responsible person shall satisfy the provisions dP#sigrticle
and the rules of th€emmissierBoard of Agriculture However, the responsible persons at
these plants or places of business shall not be required to pay fees in accordance with
G-S-130A-269G.S.106-65.103.

(b)  State institutions engaged in the manufacture, renovation or sanitizing of bedding
for their own use or that of another State institution are exempted from all provisions of this
PartArticle."

SECTION 13.3.(x) G.S.10665.107, as recodified under subsection (l) of this

section, reads as rewritten:
"§ 10665.107. Rules.

The CemmissiorBoardshall adopt rules required by tHsrtArticle in order to protect the
public health."

SECTION 13.3.(y) G.S.90A-51 reads as revtten:

"8 90A-51. Definitions.

The words and phrases defined below shall when used in this Article have the following
meaning unless the context clearly indicates otherwise:

e

(2a) "Environmental health practice” means the provision of environmental
healh services, including administration, organization, management,
education, enforcement, and consultation regarding environmental health
services provided to or for the public. These services are offered to prevent
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environmental hazards and promote andeutthe health of the public in
the following areas: food, lodging, and institutional sanitation:sitn
wastewater treatment and disposal; milk and dairy sanitasheliish
public swimming pool sanitation;
childhood lead poisoning prevention; well permitting and inspection; tattoo
parlor sanitation; and all other areas of environmental health requiring the
delegation of authorlty by the Division &nvirenmentalPublic Health of
the Department of Health and Huma®ervices to State and local
environmental health professionals to enforce rules adopted by the
Commission for Public Health—er—the—Envirermental—Management
Commissiortealth. The definition also includes local environmental health
professionals enforcingules of local boards of health for-gite wastewater
systems and wells.

e .
SECTION 13.3.(z) G.S.90A-55(a) reads as rewritten:

"(a) Board Membershipi The Board shall consist of 12 members who shall serve
staggered terms: the Secretary EvironmentandNatural-Resoureétgalth andHuman
Services or the Secretary's duly authorized representative, one gptited citizen, one
environmental sanitation educator from an accredited college or university, one local health
director, a representative tife Division ofEnvirenmentaPublic Health of the Department of
Enwmnmen{—&nd—NamF&I—Reseamésalth and Human Servicesind seven practicing
environmental health specialists who qualify by education and experience for registration under
this Article, six of whom shall represent the Western, Piedmont, and Eastern Regions of the
State as described more specifically in the rules adopted by the Board."

SECTION 13.3.(aa) G.S.90A-55(c) reads as rewritten:
"(c) The Environmental Health Section of the No@tarolina Public Health Association,
Inc., shall submit a recommended list of Board member candidates to the Governor for the
Governor's consideration in appointments, except for the two representatives of the Department
of Envirerment—andNatural- Reseustlealth and Human Servicagcommended by the
Secretary ofEnvirenment-and-Natural- Reseurtlealth and Human Servicesd the local
health director recommended by the North Carolina Local Health Directors Association."
SECTION 13.3.(bb) G.S.90A-71(4) reas as rewritten:
"(4) "Department” means the Department &nvironment—and—Natural
Reseureeglealth and Human Serviceés.
SECTION 13.3.(cc) G.S.90A-73(a)(3) reads as rewritten:
"(3) One member appointed by the Governor whaniemployee-of-the-Bivision
i t reqistered professional
engineerlicensed under Chapter 89C of the General Statamels whose
work experiencencludes the design of egite wastewaterystemsto a term
that expires on 1 July of years that follday one year those years that are
evenly divisible by three."
SECTION 13.3.(dd) G.S.90A-81(b) reads as rewritten:

"(b) Arbitration.T The Board may establish a voluntary arbitration procedure to resolve
complaints concerning a certified contractor or eipr or any work performed by a certified
contractor or inspector, or conflicts involving any certified contractor or inspector and the
Division of ErvirenmentaPublicHealth of the Department or a local health department.”

SECTION 13.3.(ee)G.S.106-307.2(b) reads as rewritten:

"(b) The State Veterinarian shall notify the State Health Director and the Director of the
Division of EnvirenmentalPublic Health in the Department dEnvirenment—andNatural
Reseureddealth and Human Serviceden the State Vetinarian receives a report indicating
an occurrence or potential outbreak of anthrax, arboviral infections, brucellosis, epidemic
typhus, hantavirus infections, murine typhus, plague, psittacosis, Q fever, hemorrhagic fever,
virus infections, and any othelisease or condition transmissible to humans that the State
Veterinarian determines may have been caused by a terrorist act.”

SECTION 13.3.(ff) G.S.130A-4(c) reads as rewritten:

"(c) The Secretary of Environment and Natural Resources shall admimsteméorce
the provisions oRart-4-of-Article 5-and-Articles-8,-910, 11 —andhdiitles 9 and 100f this
Chapter and the rules of the Commission."

SECTION 13.3.(gg) G.S.130A-12 reads as rewritten:
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"§ 130A12. Confidentiality of records.

All records ontaining privileged patient medical information, information protected under
45 Code of Federal Regulations Parts 160 and 164, and information collected under the
authority of Part 4 of Article 5 of this Chapter that are in the possession of the Departmen
Health and Humaservices—the -Department-of Environment-and-Natural-ResoBereges
or local health departments shall be confidential and shall not be public records pursuant to
G.S.1321. Information contained in the records may be disclosed when disclosure is
authorized or required by State or federal law. Notwithstanding8=%S.or G.S130A-143,
the information contained in the records may be disclosed for purposes of treatment, payment,
or health care operations. For purposes of thgdi@n, the terms "treatment,” "payment,” and
"health care operations" have the meanings given those terms in 45 Code of Federal
Regulations § 164.501."

SECTION 13.3.(hh) G.S.130A-17(b) reads as rewritten:

"(b) The Secretary of Environment and Naturals&&ces and a local health director
shall have the same rights enumerated in subsection (a) of this section to enforce the provisions
of RPart4-of-Article-5-and-Articles- 8,910 11 and\ftitles 9 and 10of this Chapter."

SECTION 13.3.(i)) G.S.130A-18(b) reads as rewritten:

"(b) The Secretary of Environment and Natural Resources and a local health director
shall have the same rights enumerated in subsection (a) of this section to enforce the provisions
of RPart4-of-Article-5-and-Articles-8,-9.10hd-TArticles 9 and 10of this Chapter."

SECTION 13.3.(jj) G.S.130A-19(b) reads as rewritten:

"(b) The Secretary of Environment and Natural Resources and a local health director
shall have the same rights enumerated in subsection (a) of this se@rdorte the provisions
of RPart4-of-Article-5-and-Articles- 8,910 11 and\ftitles 9 and 10of this Chapter."

SECTION 13.3.(kk) G.S.130A-20(b) reads as rewritten:

"(b) The Secretary of Environment and Natural Resources and a local health director
shall have the same rights enumerated in subsection (a) of this section to enforce the provisions
of RPart4-of-Article-5-and-Articles- 8,910 11 and\ftitles 9 and 10of this Chapter."

SECTION 13.3.(I) G.S.130A-21(a) reads as rewritten:

"(@) In addtion to the authority of the Department of Agriculture and Consumer Services
pursuant to G.SL06-125, the Secretamf-Environment-and-Natural-Reseuragsa local health
director has authority to exercise embargo authority concerning food or drink muteua
G.S.106-125(a), (b) and (c) when the food or drink is in an establishment that is subject to
regulation by the Department &nvironment—and—Natural-ResourElemlth and Human
Servicespursuant to this Chapter, that is subject to rules adopted [yotmenission, or that is
the subject of an investigation pursuant to GXA-144; however, no such action shall be
taken in any establishment or part of an establishment that is under inspection or otherwise
regulated by the Department of Agriculture a@dnsumer Services or the United States
Department of Agriculture other than the part of the establishment that is subject to regulation
by the Department dnvironment-and-Natural-ResourEleslth and Human Servicesirsuant
to this Chapter. Any action uadthis section shall only be taken by, or after consultation with,
Department ofEnvirenment—and—NaturalResedrblemlth and Human Servicegional
environmental health specialists, or the Director of the DivisiorEmfirenmentalPublic
Health or the Diector's designee, in programs regulating food and drink pursuant to this
Chapter or in programs regulating food and drink that are subject to rules adopted by the
Commission. Authority under this section shall not be delegated to individual environmental
health specialists in local health departments otherwise authorized and carrying out laws and
rules pursuant to G.330A-4. When any action is taken pursuant to this section, the
Department ofenvironment-and-Natural-ResourElealth andHuman Service®r the local
health director shall immediately notify the Department of Agriculture and Consumer Services.
For the purposes of this subsectlon all dutles and procedures |m0@325 shall be carried
out by the Secretary d . ptealth and
Human Servicesr the local health dlrector and shall not be reqwred to be carried out by the
Department of Agriculture and Consumer Services. It shall be unlawful for any person to
remove or dispose of the food or drink bgles or otherwise without the permission of a
Department ofEnvirenment—and—NaturalReseurblsmlth and Human Servicegional
environmental health specialist, the Director of the DivisioBmfironmentaPublic Health or
the Director's designee, the Ibteealth director, or a duly authorized agent of the Department
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of Agriculture and Consumer Services, or by the court in accordance with the provisions of
G.S.106-125."
SECTION 13.3.(mm) G.S.130A-21(d) reads as rewritten:

"(d)  Nothing in this section isitended to limit the embargo authority of the Department
of Agriculture and Consumer Services. The DepartmentEnfironment—and—Natural
Resoureddealth and Human Servicesnd the Department of Agriculture and Consumer
Services are authorized to enteresmments respecting the duties and responsibilities of each
agency in the exercise of their embargo authority."

SECTION 13.3.(nn) G.S.130A-22(c) reads as rewritten:

"(c) The SecretargftEnvironmentand-Natural-Resourgray impose an administrative
pendty on a person who willfully violates Article 11 of this Chapter, rules adopted by the
Commission pursuant to Article 11 or any condition imposed upon a permit issued under
Article 11. An administrative penalty may not be imposed upon a person who srstaliat
neither the site nor the system may be improved or a new system installed so as to comply with
Article 11 of this Chapter. Each day of a continuing violation shall constitute a separate
violation. The penalty shall not exceed fifty dollars ($80.0er day in the case of a wastewater
collection, treatment and disposal system with a design daily flow of no more than 480 gallons
or in the case of any system serving a singlefanely dwelling. The penalty shall not exceed
three hundred dollars ($8@M0) per day in the case of a wastewater collection, treatment and
disposal system with a design daily flow of more than 480 gallons which does not serve a
single onefamily dwelling."

SECTION 13.3.(00) G.S.130A-23(e) reads as rewritten:

"(e) The Secretry of Environment and Natural Resources shall have all of the applicable
rights enumerated in this section to enforce the provisiongriéles—8,—9—16—311—-and
12Articles 9 and 10of this Chapter.”

SECTION 13.3.(pp) G.S.130A-34.1(a) reads as rewritte

"(@) The Local Health Department Accreditation Board is established within the North
Carolina Institute for Public Health. The Board shall be composed of 17 members appointed by
the Secretary of the Department of Health and Human Services as follows:

Q) Four shall be county commissioners recommended by the North Carolina
Association of County Commissioners, and four shall be members of a local
board of health as recommended by the Association of North Carolina
Boards of Health.

(2)  Three local health dectors.

(3) FweThreestaff members from the Division of Public Health, Department of
Health and Human Services.

“ Qne—staﬂ—member—frem—the—DMeqen—ef—Emwmemal—Health

. Resources.

5) Three alarge."
SECTION 13.3.(qq) G.S.130A-227(b) reads as rewritten:

"(b)  The following definitions shall apply throughout this Article:

(1) "Department” means the Department &nvironment—and—Natural
Reseureeglealth and Human Services.

(2) "Secretary" mean the Secretary of Environment—and—Natural
Reseureeglealth and Human Serviceés.

SECTION 13.3.(rr) G.S.130A-21(b) reads as rewritten:

"(b) If the SecretargfEnvironment-and-NaturalResoura@sa local health director has
probable cause to believe tlaaty milk designated as Grade "A" milk is misbranded or does not
satisfy the milk sanitation rules adopted pursuant to RBGA-275, the Secretaryef
Envirerment-and-Natural-Reseudramsa local health director may detain or embargo the milk
by affixing atag to it and warning all persons not to remove or dispose of the milk until
permission for removal or disposal is given by the official by whom the milk was detained or
embargoed or by the court. It shall be unlawful for any person to remove or didpibge o
detained or embargoed milk without that permission."

SECTION 13.3.(ss)G.S.130A-334(1a) reads as rewritten:
"(l1a) "Department” means the Department &nvironment—and—Natural
Reseureeslealth and HumaBervices:
SECTION 13.3.(tt) G.S.104E5 reads as rewritten:
"8 104E5. Definitions.
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Unless a different meaning is required by the context, the following terms as used in this
Chapter shall have the meanings hereinafter respectively ascribed to them:

e
(6) "Department” means th&tateDepartment—oEnvironment—and—Natural
Reseu%eeﬁ)epartment of Health and Human Services.

SECTION 13.3.(uu) G.S.104E8(c) reads as rewritten:
"(c) The 10 ex officio members shall be appointed by the Governor, shall be members or
employees of the following State agges or their successors, and shall serve at the Governor's
pleasure:

(6) The Division ofEnvirenmentaHealthSafety Reqgulationf the Department.
SECTION 13.3.(vv) G.S.104E9 reads as rewritten:
"8 104E9. Powers and functions of Department oErvironment-and-Natural-Resourees.
Health and Human Services.
(@) The Department dEnvirenment-and-Natural-ResourElEslth and Human Services
is authorized:
é
(b) The Division of EnvironmentalHealth Safety Requlatiorof the Department shall
develop a trming program for tanning equipment operators that meets the training rules
adopted by the Commission. If the training program is provided by the Department, the

Department may charge each person trained a reasonable fee to recover the actual cost of the

training program."
SECTION 13.3.(ww) G.S.120-70.33(3) reads as rewritten:
"§ 12070.33. Powers and duties.
The Joint Select Committee shall have the following powers and duties:

(3) To evaluate actions of the Radiation Protection Commission, theioadiat
protection programs administered by the DivisiorEeirenmentalHealth
Safety Requlationof the Department ofEnvirenment—and—Natural
Reseourecesiealth and Human Servicemnd of any other board, commission,
department, or agency of the State or lgmalernment as such actions relate

) to low-level radioactive waste management;

e. "

SECTION 13.3.(xx) G.S.159G20 reads as rewritten:

"8 159G20. Definitions.
The following definitions apply in this Chapter:

e

4y Division of Environmental Healthi. The Dvision of Environmental Health
of-the-Department-of Environment-and-Natural-Reseurces.

(5) Division of Water Quality.T The Division of Water Quality of the
Department of Environment and Natural Resources.

(5a) Division of Water Resourced$. The Division of Water Resourcef the

) Department of Environment and Natural Resources.

e. "

SECTION 13.3.(yy) G.S.159G 23 reads as rewritten:

"8 159G23. Common criteria for loan or grant from Wastewater Reserve or Drinking

Water Reserve.

The criteria in this sectioapply to a loan or grant from the Wastewater Reserve or the
Drinking Water Reserve. The Division of Water Quality and the Divisio&Emfirenmental
HealthWater Resourcesiust each establish a system of assigning points to applications based
on the followng criteria:

& o
SECTION 13.3.(zz) G.S.159G26(a) reads as rewritten:

"(@) Requirementi The Department must publish a report each year on the accounts in
the Water Infrastructure Fund that are administered by the Division of Water Quality or the
Division of Environmental-HealthVater ResourcesThe report must be published by 1
November of each year and cover the preceding fiscal year. The Department must make the
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report available to the public and must give a copy of the report to the Environmevieak Re
Commission and the Fiscal Research Division of the General Assembly."

SECTION 13.3.(aaa) G.S.159G-30 reads as rewritten:
"8 159G 30. Department's responsibility.

The Department, through the Division of Water Quality and the Divisidgnefronmenth
HealthWater Resourcesdministers loans and grants made from the CWSRF, the DWSRF,
the Wastewater Reserve, and the Drinking Water Reserve. The Division of Water Quality
administers loans and grants from the CWSRF and the Wastewater Reserve. Tha Divisio
Environmental-HealWater Resourceadministers loans and grants from the DWSRF and the
Drinking Water Reserve."

SECTION 13.3.(bbb) G.S.159G 37 reads as rewritten:
"8 159G37. Application to CWSRF, Wastewater Reserve, DWSRF, and Drinking Water
Reseve.

An application for a loan or grant from the CWSRF or the Wastewater Reserve must be
filed with the Division of Water Quality of the Department. An application for a loan or grant
from the DWSRF or the Drinking Water Reserve must be filed with thesiDivi of
Environmental- HealtWater Resourcesf the Department. An application must be submitted
on a form prescribed by the Division and must contain the information required by the
Division. An applicant must submit to the Division any additional inforamatequested by the
Division to enable the Division to make a determination on the application. An application that
does not contain information required on the application or requested by the Division is
incomplete and is not eligible for consideratiém applicant may submit an application in as
many categories as it is eligible for consideration under this Article."

SECTION 13.3.(ccc) G.S.159G38(b) reads as rewritten:

"(b) Division Review.i If, after reviewing an application, the Division of Wa@uality
or the Division ofEnwrenmental—He&LtWater Resourcess appropriate, determines that a
project requires an environmental assessment, the assessment must be submitted before the
Division continues its review of the application. If, after reviggvian environmental
assessment, the Division concludes that an environmental impact statement is required, the
Division may not continue its review of the application until a final environmental impact
statement has been completed and approved as pramideel North Carolina Environmental
Policy Act."

SECTION 13.3.(ddd) G.S.159G38(c) reads as rewritten:

"(c) Hearing.i The Division of Water Quality or the Division dEnvirenmental
HealthWater Resourcess appropriate, may hold a public hearing om@plication for a loan
or grant under this Article if it determines that holding a hearing will serve the public interest.
An individual who is a resident of any county in which a proposed project is located may
submit a written request for a public hegrilhe request must set forth each objection to the
proposed project or other reason for requesting a hearing and must include the name and
address of the individual making the request. The Division may consider all written objections
to the proposed prajg any statement submitted with the hearing request, and any significant
adverse effects the proposed project may have on the environment. The Division's decision on
whether to hold a hearing is conclusive. The Division must keep all written requests for
hearing on an application as part of the records pertaining to the application."

SECTION 13.3.(eee)G.S.159G39(a) reads as rewritten:

"(@) Point Assignment.i The Division of Water Quality or the Division of
Environmental- HealthYater Resourcesis ajpropriate, must review all applications filed for a
loan or grant under this Article for an application period. The Division must rank each
application in accordance with the points assigned to the evaluation criteria. The Division must
make a written detenination of an application's rank and attach the determination to the
application. The Division's determination of rank is conclusive."”

SECTION 13.3.(fff) G.S.166A-6.1(b) reads as rewritten:

"(b) Every person, firm, corporation or municipality who i=lnsed to construct or who
is operating a fixed nuclear faC|I|ty for the production of electricity shall pay to the Department
of Crime Control and Public Safety, for the use of Bindsion-efEnvironmental-Healtiof-the

Radiation Protection Section of the
Division of Public Health of the Department of Health and Human Senaceannual fee of
thirty-six thousand dollars ($36,000) for each fixed nuclear facility that is located within this
State or that haa Plume Exposure Pathway Emergency Planning Zone any part of which is
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located within this State. This fee shall be applied only to the costs of planning and
implementing emergency response activities as required by the Federal Emergency
Management Agencfor the operation of nuclear facilities. This fee is to be paid no later than
July 31 of each year."

SECTION 13.3.(ggg) Part 3 of Article 8 of Chapter 130A of the General Statutes
is repealed, except G.E30A-230 is recodified as G.313221.2 in Artice 17 of Chapter 113
of the General Statutes.

SECTION 13.3.(hhh) G.S.113-221.2, as recodified in subsection (ggg) of this
section, reads as rewritten:
"§ 113221.2. Commission—to—adopt—rules;—enforecement—ofrulepdditional rules to

establish sanitationrequirements for scallops, shellfish, and crusicea

For the protection of the public health, tharine Fisheries€Commission shall adopt rules

establishing sanitation requirements for the harvesting, processing and handling of scallops,
shellfish-shellfih, and crustacea of iState origin. The rules of th&larine Fisheries
Commission may also regulate scallogiselifish-shellfish,and crustacea shipped into North
Carolina. The Department is authorized to enforce the rules and may issue and revoke permits
according to the rules."”

SECTION 13.3.(iii) Part 3A of Article 8 of Chapter 130A of the General Statutes
is repealed, except G.830A-233.1 is recodified as G.$13221.3 in Article 17 of Chapter
113 of the General Statutes.

SECTION 13.3.(Jj) G.S.113-221.3, as recodified in subsection (iii) of this
section, reads as rewritten:
"§ 113221.3. Monitoring program for State coastal fishing and recreation waters;

.emoval _or _destruction of

warning signs.

(@) For the protection of the public health of swimmers and others who use the State's
coastal fishing waters for recreational activities, the Department shall develop and implement a
program to monitor the State's coastal fishing waters for contaminants. The ringnito
program shall cover all coastal fishing waters up to the point where those waters are classified
as inland fishing waters.

(b)  The Marine Fisherie€Commission shall adopt rules to provide for a water quality
monitoring program for the coastal recreatiwaters of the State and to allow the Department
to implement the federal Beaches Environmental Assessment and Coastal Health Act of 2000
(Pub. L. No. 10e284; 114 Stat. 870, 875; 33 U.S.C. 88 1313, 1362). The rules shall address,
but are not limited to,definitions, surveys, sampling, action standards, and posting of
information on the water quality of coastal recreation waters.

(c) No person shall remove, destroy, damage, deface, mutilate, or otherwise interfere
with any sign posted by the Departmentguant tosubsection (b) othis section. No person,
without just cause or excuse, shall have in his or her possession any sign posted by the
Department pursuant gubsection (b) of this sectioAny person who violates this section is
quilty of a Class 2nisdemeanor.

(d) As used in this sectiorcoastal recreation waters has the same meaning as in 33
U.S.C. § 1362.

SECTION 13.3.(kkk)  G.S.130A-21(c) is recodified as a new section
G.S.113221.4 in Article 17 ofChapter 113 of the General Statutes teiigled "Embargo.”
SECTION 13.3.(ll) G.S.113221.4, as recodified in subsection (kkk) of this
section, reads as rewritten:
"§ 113221.4. Embargo.

(a) If the Secretary of Environment and Natural Resources or a local health director has
probable causeotbelieve that any scallopshelifish-shellfish, or crustacea is adulterated or
misbranded, the Secretary of Environment and Natural Resources or a local health director may
detain or embargo the article by affixing a tag to it and warning all persorie rexnove or
dispose of the article until permission for removal or disposal is given by the official by whom
it was detained or embargoed or by the court. It shall be unlawful for any person to remove or
dispose of the detained or embargoed article withmat permission.

(b)  The official by whom the scallopshelifishshellfish,or crustacea was detained or
embargoed shall petition a judge of the district or superior court in whose jurisdiction the
article is detained or embargoed for an order for eanthtion of the article. If the court finds
that the article is adulterated or misbranded, that article shall be destroyed under the
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supervision of the petitioner. All court costs and fees, storage and other expense shall be taxed
against the claimant ohe article. If, the article, by proper labelling can be properly branded,
the court, after the payment of all costs, fees, expenses, and an adequate bond, may order that
the article be delivered to the claimant for proper labelling under the supervisitre of
petitioner. The bond shall be returned to the claimant after the petitioner represents to the court
that the article is no longer mislabelled and that the expenses of supervision have been paid."
SECTION 13.3.(mmm) The Revisor of Statutes shall makiee conforming
statutory changes necessary to reflect the transfers under this s€bgoRevisor of Statutes
may correct any reference in the General Statutes to the statutes that are recodified by this
section and make any other conforming changesssaated by this section.
SECTION 13.3.(nnn) The transfers under this section become effective July 1,
2011, and funds transferred shall be net of any changes enacted by this Fetfiosferences
in this act to any program, office, section, divisiondepartment that is transferred under this
section shall be construed to be consistent with the transfer under this section.

REQUIRE DENR TO USE DWQ'S GROUNDWATER IN VESTIGATION UNIT'S
WELL DRILLING SERVIC ES IN OTHER DENR DIV ISIONS

SECTION 13.4.(a) The purposes of this section are (i) to assure that the
Groundwater Investigation Unit well drilling staff are fully utilized by establishing a procedure
whereby the Groundwater Investigation Unit may bid to contract to provide well drilling
services to othedivisions of the Department of Environment and Natural Resources and by
providing funding support by these divisions for the Unit's costs and travel expenses and (ii) to
reduce the need for the Department of Environment and Natural Resources to enter into
contracts with private well drilling companies.

SECTION 13.4.(b) During the 20142012 fiscal year and the 20PD13 fiscal
year, the Groundwater Investigation Unit of the Division of Water Quality of the Department of
Environment and Natural Resourceslsbhal to contract to perform well drilling services for
any division within the Department of Environment and Natural Resources that needs to have
wells drilled to monitor groundwater, as part of remediating a contaminated site, or as part of
any other drision or program responsibility, except for a particular instance when this would
be impracticable. The provisions of Article 3 of Chapter 143 of the General Statutes apply to
any contract entered into under this section.

SECTION 13.4.(c) The terms of ay contractentered into under this section may
include a provision whereby the division within the Department of Environment and Natural
Resources that contracts for the well drilling services of the Groundwater Investigation Unit
may use available recegpfor the 20112012 fiscal year and for the 202P13 fiscal year, as
applicable, for the costs of the Groundwater Investigation Unit well drilling staff that are
incurred to perform the well drilling services under the contract.

DENR CIVIL PENALTY A SSESSJIENTS

SECTION 13.6. Part 1 of Article 7 of Chapter 143B of the General Statutes is
amended by adding a new section to read:
"8 143B279.16. Civil p enalty assessents

(a)  The purpose of this section isgoovideto the person receiving a notice of vitita
of an environmental statute or an environmental autgeater opportunitio understand what
corrective action is needeckeceive technical assistance from the Department of Environment
and Natural Resourceandto takethe neededcorrective actionlt is also the purpose of this
sectionto provide to the person receiving the notice of violatiangreater opportunity for
informally resolving mattersnvolving any suchviolation.

(b) In order to fulfill the purpose set forth in subsection (a) of @estion, the
Department of Environment and Natural Resources ,sefiictive July 1, 201l1extend the
period of timeby 10 daysbetween thdime the violator is senta notice of violation ofan
environmental statute @n environmentatule and thesubsegent datehe violator isser an
assessmemf the civil penalty for the violatiah

WATER AND AIR QUALIT Y ACCOUNT REVERTS
SECTION 13.7. G.S.143215.3A(a) reads as rewritten:
"(@) The Water and Air Quality Account is establishedaasenrevertingn acount
within the Department. Revenue in the Account shall be applied to the costs of administering
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